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BANKING in the United States is a 

difficult subject for historical 
treatment; its phases are so complex, 
the variety of systems so great and the 
number of units making up the whole 
system so far beyond those of any 
other country in the world, that an in- 
telligent and comprehensive consider- 
ation of American banking has been 
found hardly possible within the limits 
of a volume—clearly impossible with- 
in the space of an ordinary magazine 
article. 

This being true, we have in the fol- 
lowing narrative attempted no consecu- 
tive account of the legislative history 
or of the actual development of na- 
tional banking. Others, far more capa- 
ble for the task, have outlined this his- 
tory and development. 

But after a half-century of the ex- 
istence of numerous independent banks 
chartered under the authority of the 
Federal Government, during which 
time, although operating under severer 
restrictions than those usually applica- 
ble to the competing State institutions, 
they have developed to a stupendous 
total of resources, it seems well to ex- 
amine the sources from which our pres- 
ent national system of banking sprung 
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and the principles by which it has been 
guided. 

In a democracy wealth not alone ex- 
cites the envy of those who are not its 
possessors, but invites the attacks of 
those who seek to gain power by in- 
citing hostility against it. While with 
rare exceptions great American for- 
tunes have never belonged to bankers, 
and while almost any bank after pay- 
ing all its debts to depositors would 
have very little left, there are numer- 
ous banks whose balance-sheets bulk 
large and that are held in public esti- 
mation to be the repositories of vast 
stores of wealth. People take little 
trouble to inquire what these large fig- 
ures mean. Investigation would show 
that by far the greatest portion of the 
seeming prosperity of a bank is con- 
tributed by its depositors; that if the 
bank were placed in liquidation, the 
most of the assets would go toward 
paying the claims of those who have 
deposit credits. In brief, that the 
amount which any bank owes its share- 
holders, the apparent owners, is 
negligible. 

Familiar as are these facts to those 
who have given thoughtful attention to 
banking problems, they make but scant 
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impression upon the public mind, which 
yields readily to the imputation of the 
demagogue that banks are oppressors 
of the people and the willing and force- 
ful instruments by which great and 
powerful captains of finance execute 
their sinister designs against the public 
welfare. 

Curiously enough, this attitude of 
public hostility is almost never against 
any bank in particular; rarely does it 
obtain toward the banks of a commu- 
nity or even of a State. Public clamor 
could not successfully be invoked in 
dealing with the banks of a specified 
locality. Even within the confines of 
State lines it would be difficult to make 
a successful appeal to political hostility 
toward the banks. 

This state of affairs explains why 
individual banks have grown: they are 
trusted by those who deal with them, 
and are not regarded as instruments of 
oppression, but as powerful agencies in 
the upbuilding of wealth and in the 
creation of prosperity. It explains also 


why legislation in the several States 
has been far more liberal toward banks 


than the Federal have 
been. 

The feeling of antagonism toward 
banks is purely political, and national 


rather than local. It expresses itself 


enactments 


less in open declarations of hostility, in 
specific assertions whose falsity might 
easily be shown, than in innuendoes, in 
generalities and in widespread and 
wholesale denunciation. 

We do not seek to account for this 
attitude of the public mind toward the 
If justified, 


the causes of complaint should be erad- 


country’s banking system. 


icated, and as the people own the banks 
and control the State and Federal leg- 
islatures, the remedy, if one is needed, 
is in their own hands. 

But any review of our banking his- 
tory, or any attempt to forecast the fu- 


ture, which excluded this latent hos- 
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tility toward banking as an element in 
the problem, would be of little value. 

The statesmen of the Civil War 
epoch were alive to its importance, and 
in formulating the financial policy that 
was to assist the nation through this 
perilous period of its career, they gave 
full weight to the inborn American 
predilection against concentrated bank- 
ing power, and instead of establishing 
a powerful bank of issue, which might 
have been of inestimable service in 
steering the lumbering ship of state 
through the stormy waters, and whose 
currency based upon commercial trans- 
actions and gold might have stayed the 
ruinous rise in prices and vastly re- 
duced the war outlay, they deliberately 
committed the country to a system of 
small scattered banks and to the shift- 
ing sands of Government paper cur- 
rency. The policy then decided upon 
has continued to dominate the banking 
situation for the past fifty years. All 
attempts to substitute a bank currency 
for Government paper have proved fu- 
tile, and the recent movement toward 
the union of the banks under a power 
ful central head seems to have met with 
defeat. 

No subject connected with the Civil 
War finances has been more fiercely de- 
bated than this departure from what 
many regarded as sound financial policy 
in refusing to depend upon the 
banks and in_ resorting to the 
issue of legal-tender Treasury notes. 
Yet the latter policy was _ not 
the one originally contemplated by 
Secretary CuHase and others who 
had the shaping of the finances of the 
war. Mr. Cuase in his report for 1861 
had recommended a system of national 
banks with note issues based upon the 
public stocks, and Mr. SpauLpING had 
been asked to draw a bill to carry out 
this recommendation. He fulfilled this 
duty, but before the measure was intro- 
duced in the House it became evident 
that it could not be enacted in time to 
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be of service to the Government in the 
dire straits in which it was then placed. 
A section of Mr. Spau.pine’s bank bill 
providing for the incidental issue of 
Treasury notes was substituted for the 
banking bill and, in a form slightly 
altered from the original draft, became 
a law. 

Without going at length into the de- 
tails of this important incident in the 
country’s financial history, light may be 
thrown on the matter by quoting from 
three of the eminent authorities of the 
time—Mr. Spautpinec, Mr. SHERMAN 
and Mr. McCuttocn. 

In his introduction to the “Financial 
History of the War,” page 1, Mr. 
SPAULDING says: 

“The first material mistake in the 
management of the finances occurred 
when Secretary Cuase discarded the 
use of the bank check and the clearing- 
house in the fall of 1861. The Secre- 
tary of War might, with the same pro- 
priety, have rejected the railroad, the 


locomotive and the telegraph. The mod- 
ern invention of the bank check and 
the clearing-house for the transaction 
of large financial operations with fa- 
cility are quite as useful as are rail- 
roads and telegraphs in carrying on 


military operations with success. The 
Secretary of War did not fail to make 
use of the railroads and the telegraph, 
but the Secretary of the Treasury, by 
sticking to the Sub-Treasury, and re- 
jecting the bank check and clearing- 
house, committed a great blunder at the 
commencement of the war. This mis- 
take occurred under the following cir- 
cumstances: 

“Two important loan acts 
passed at the extra session of Congress 
in July and August, 1861. The first 
act was approved July 17 and the sec- 
ond August 5. By section six of the 
last-mentioned act, the Sub-Treasury 
Act, passed in 1846, was so far sus- 
pended as to allow the Secretary of 
the Treasury ‘To deposit any of the 


were 
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moneys obtained on any of the loans 
now authorized by law, to the credit 
of the Treasurer of the United States, 
in such solvent specie-paying banks as 
he may select; and the said moneys, so 
deposited, may be withdrawn from 
such deposit, for deposit with the reg- 
ular authorized depositories, or for the 
payment of public dues, or paid in the 
redemption of the notes authorized to 
be issued under this act, or the act to 
which this is supplementary, payable 
on demand, as may seem expedient to 
or be directed by the Secretary of the 
Treasury.’ 

“The primary object, which Mr. 
APPLETON and myself had in view, 
in preparing this section, was to relax 
the rigid requirements of the Sub- 
Treasury Act, in regard to the ceceipt 
and disbursement of coin, and instead 
of paying solely from coin deposits 
in the Treasury, to allow all the 
money obtained on these loans to be 
deposited in solvent banks; the United 
States Treasurer to draw his checks 
directly on such deposit banks in pay- 
ment of war expenses, which checks 
would be paid in State bank notes then 
redeemable on demand in gold, or in 
the ordinary course of business, to a 
large extent, they would pass through | 
the New York Clearing-Ho-ise, and the 
clearing-houses of other cities and be 
settled and cancelled by offset, with- 
out drawing large amounts of specie. 
This mode of payment would have en- 
abled the Secretary more easily to ef- 
fect such loans, and make his large 
disbursements, without materially dis- 
turbing the coin reserves held by the 
banks, which were then well protected 
by these reserves in their vaults. 

“This mode of making the dis- 
bursements the 
penses regarded by me _ at 
that period of the 
as of vital consequence to the sta- 
bility of the finances of both Govern- 
ment and people; hence the preparation 


for large war ex- 


was 


early war 
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and adoption of the sixth section of the 
Act of August 5, 1861, giving the Sec- 
retary of the Treasury discretionary 
power to suspend the Sub-Treasury 
Law in respect to these loans. 

“After the battle of Bull Run, which 
occurred on the twenty-first day of 
July of that year, the necessities of the 
Government in clothing, arming and 
feeding troops—in providing munitions 
of war and building a navy—became 
so urgent that the banks in New York, 
Boston and Philadelphia most patrioti- 
cally came forward and made arrange- 
ments in several negotiations with Sec- 
retary Cuase, to loan the Government 
$150,000,000 under the provisions of 
the two loan acts passed at the extra 
this sum $105,000,000 
apportioned to the associated 
banks in the City of New York, payable 
by installments. The banks were then 
in good condition, transacting their 
business on a specie basis, and paid 
coin for all balances at the clearing- 
house, and redeemed their circulating 
notes in coin, and the loan to the Gov- 
ernment was made with the expectation 
that the money would be deposited in 
the banks, and be checked out under 
the direction of the Secretary, in pur- 
suance of the sixth section above re- 
ferred to. The Secretary of the Treas- 
ury refused to use the discretionary 
power conferred upon him by that sec- 
tion, and would not check on the banks 
for the expenses of the war, so that 
current bank notes could be paid or 
balances settled through the clearing- 
house, but insisted that the banks 
should pay the money loaned into the 
Sub-Treasury in gold or gold Treasury 
notes, and from thence it was distrib- 
uted for war purposes and scattered in 
different parts of the country. By far 


session. Of 
was 


the greater part of this loan was paid 


in gold coin, taken from the reserves of 
the banks, commencing on the nine- 
teenth of August, 1861. This unneces- 
sary mode of requiring the payment of 
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the loans so weakened the banks that 
it brought on a general suspension of 
specie payments during the last days 
of December, 1861. Notwithstanding 
the banks commenced making advances 
to the Government about the nineteenth 
of August, 1861, yet none of the secur- 
ities to be issved by the Government 
for the leans were turned over to them 
until the fourteenth of January, 1862. 

“The banks having been committed 
to making the loans, and having made 
partial advances on account of the 
same, were obliged to complete the loan 
notwithstanding the Secretary of the 
Treasury deemed it incompatible with 
his views of duty, and the traditions of 
the Sub-Treasury Law, to use such 
banks as disbursing agents of the Gov- 
ernment even under the extraordinary 
exigency under which the loans were 
made. The call upon the banks for 
payment into the Government deposi- 
tory of the remaining installments of 
the loan, either in coin or gold Treas- 
ury notes, was persistently urged by 
the Secretary until the final closing of 
the transaction on the third of Febru- 
ary, 1862. 

“This was the first material mistake 
of the Secretary of the Treasury, and 
was the first step in the wrong direc- 
tion, which, combined with other im- 
portant events, led to the necessity of 
passing the Legal-Tender Act. 

“The Secretary, in breaking the 
banks, at the same time broke the Sub- 
Treasury, and both were discredited 
together.” 

Mr. Suerman in his “Recollections,” 
page 269, says: 

“The Secretary of the Treasury had 
ample and complete authority given him 
by the Act of July, 1861, to borrow 
money on the credit of the Government, 
but he could not deal with the system 
of State banks then existing in the 
several States. He was forbidden by 
the Sub-Treasury Act of 1846 to re- 
ceive notes of State banks, and was 
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required to receive into and pay from 
the Treasury only the coin of the 
United States; but by the Act of Au- 
gust 5, 1861, he was permitted to de- 
posit to the eredit of the Treasurer 
of the United States, in such solvent 
specie-paying banks as he might select, 
any of the moneys obtained from loans, 
the money thus deposited to be with- 
drawn only for transfer to the regu- 
larly authorized depositories, or for the 
payment of public dues, including cer- 
tain notes payable on demand, as he 
might deem expedient. He had, how- 
ever, no authority to receive from in- 
dividuals or banks any money but coin. 

“The only coin received from the 
Boston, New York and Philadelphia 
banks, in payment of their subscription 
to the Government loans, to the amount 
of nearly $150,000,000, had to be sent 
to every point in the United States to 
meet public obligations, and when thus 
scattered was not readily returnable to 
the banks, thus exhausting their re- 
sources and their ability to loan again.” 

Mr. SHerMAN is very positive re- 
garding the necessity of the legal tend- 
ers as a war measure. In his ‘“Recol- 
lections,” page 281, he makes this 
statement: 

“The Legal-Tender Act, with its pro- 
vision for coin receipts to pay interest 
on bonds, whatever may be said to the 
contrary by theorists, was the only 
measure that could have enabled the 
Government to carry on successfully the 
vast operations of the war.” 

Hvuen McCvttiocn, the first Comp- 
troller of the Currency and twice Sec- 
retary of the Treasury, in his “Men 
and Measures of Half a Century,” page 
135, has this to say of the failure of 
Secretary Cuase to make use of bank 
checks in disbursing Government 
funds: 

“For a considerable time, even after 
the war had begun, the specie standard 
was maintained, and hopes were in- 
dulged that the war might be prose- 


cuted on a specie basis. These hopes 
were dissipated by the action of Secre- 
tary Cuase in his dealings with the 
New York, Philadelphia and Boston 
banks, which had agreed to advance to 
the Government on its 7.3 notes $150,- 
000,000 ($50,000,000 in August, $50,- 
000,000 in October and $50,000,000 in 
November, 1861) under the expectation 
that the Treasury drafts for the money 
would be presented through the clear- 
ing-houses and be paid without large 
reductions of their coin. The Secre- 
tary did not, however, feel at liberty 
to meet their expectations, and the 
drain upon their coin reserve soon be- 
came so heavy that they were forced 
to suspend specie payments. Their 
suspension was soon followed by the 
suspension of nearly all the banks in 
the country.” 


In view of the restrictions of the 
Sub-Treasury Law and the lack of any 
cohesive banking system at the time, 
the disposition of some writers to hold 
Secretary Cuase alone responsible for 
the failure to carry the war through on 
a specie basis hardly seems warranted. 

But however this may be—whether 
the blame arose from bad administra- 
tion or bad laws—its real origin lay in 
that political distrust of banks which 
long antedated the Civil War epoch 
and which prevails to-day, forming the 
animus of the “money trust” investiga- 
tion and provoking inflammatory news- 
paper outbreaks over the offering of 
local bonds to a syndicate of bankers 
in New York. It was this spirit that 
caused two political parties in the last 
national campaign to declare openly 
against a plan of financial and banking 
reform believed to have been proposed 
chiefly by bankers, while a third great 
party, though believed to lean toward 
the measure, dared not favor it openly. 
A reflection of this strange prejudice 
cropped out only the other day in a 
letter from the new President of the 
Republic, almost petulantly protesting 
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against what he regarded as a disposi- 
tion on the part of the public to pay 
too much heed to the opinions of bank- 
ers in formulating a new monetary and 
banking system. 

In no other field of endeavor is the 
advice of men of experience and skill 
looked on with suspicion or rejected al- 
together. We select the best sanitary 
engineers to preserve the purity of the 
water supply and to guard against the 
dangers of pestilence; our buildings 
are designed and built by architects of 
the highest reputation; the distant 
parts of the earth are brought together 
and the dark places made light by elec- 
tricians whose powers are almost magi- 
cal; the physician who is summoned in 
the hour of sickness must first have 
qualified himself for his duty by long 
study and experience; the teacher who 
instructs our children must himself 
have knowledge of what he teaches; but 
when we come to construct a currency 
and banking system, the man of expe- 
rience is not wanted, and we turn for 
counsel to the nearest cobbler and to 
the philosopher of the cornfield. 

This trait has persisted in our finan- 
cial history ever since the adoption of 
the Federal Constitution. It seems in- 
grained in our national character. Hard- 
ly had the first Bank of the United 
States begun its career when this prej- 
udice developed, culminating in the 
overthrow of this excellent institution 
erected by the genius of ALEXANDER 
Hamittron. When the bill for rechar- 
tering was up in Congress the bank 
was denounced by members as “a viper 
that will spread its venom on the land 
and finally affect the vitals of our coun- 
try,” it was declared to be “a cancer 
upon the body politic,” threatening the 
country’s independence and was “con- 
sidered a great swindle,’ and “its 
stockholders a moneyed aristocracy, a 
privileged class.” 

After the expiration of the charter 
of the first Bank of the United States 
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in 1811 the country was dependent 
upon the existing State banks, which 
were neither numerous nor strong, until 
1817, when the second Bank of the 
United States got under way. The hos- 
tility called forth by the first great 
Federal financial institution was as a 
spring zephyr compared with the angry 
storm that soon began to beat against 
its prototype, finally destroying it, car- 
rying down in the ruins Henry Cray, 
a political idol of the time, and con- 
tributing greatly to the fame of General 
Jackson, to whose fiery onslaughts the 
bank owed its destruction. Jackson 
accurately measured the sense of lhos- 
tility in the public mind against a bank 
of large powers, and he used this senti- 
ment adroitly and effectively in waging 
his successful attack upon the bank. 
When the Civil War burst upon the 
country in 1861, with its urgent de- 
mands for immense sums of money to 
be used in reéstablishing the Federal 
authority in the seceded States, no 
doubt the statesmen of the time would 
gladly have summoned to their aid the 
assistance of a huge Government bank 
had such .an institution been practi- 
cable. They were, many of them at 
least, familiar with the financial history 
of this and other countries, and must 
have known how serviceable such an in- 
stitution would have been to the coun- 
try in that trying time. But they were 
less than a generation from the day 
when the second United States Bank 
had succumbed to popular hostility. 
They knew of the failure to establish 
another bank of similar type, and the 
commitment of the Government to 2 
policy of locking up the public funds 
in the Treasury vaults, or as a British 
statesman has said, of putting the pub- 
lic moneys in a box and sitting on it, 
and they realized that even the coun- 


try’s peril would not induce the people 
long to forego their objections to a 


centralized banking institution. /Al- 
though the great Whig leader Cray had 
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been the foremost champion of the 
Bank of the United States when Jack- 
son was fighting it, and although 
Lincotn himself had at one time in his 
career strongly declared in favor of a 
Government bank, the statesmen upon 
whom devolved the duty of fixing the 
banking and financial policy of the 
Civil War period made no attempt to 
establish a central bank. From an eco- 
nomic standpoint this may have been an 
error, but from the standpoint of prac- 
ticability, of which they themselves 
were perhaps the better judges, who 
can say that they did not make the 
wisest decision possible under all the 
circumstances ? 

When Cuase, as Spavupine said, 
broke the banks and the Sub-Treasury 
at the same time and discredited both, 
an urgent necessity arose for strength- 
ening the weakened credit of the coun- 
try. It soon became apparent that the 
issue of legal-tender notes alone would 
not suffice, as the frightful depreciation 
of these forced instruments of credit 
foreshadowed a time when they would 
approximate to the same degree of 
worthlessness reached by the Continen- 
tal currency in the struggle for inde- 
pendence, and made it incumbent upon 
Mr. Lincoun’s financial advisers to de- 
vise some efficient means for holding 
this depreciation in check by a resort to 
the borrowing powers of the Govern- 
ment. The precarious situation in 
which the country was involved injuri- 
ously affected its credit abroad, and 
made it desirable, if bonds were to be 
sold in large volume without ruinous 
depreciation, to create a home demand 
for them. The device of using the pub- 
lie debt as a basis for currency issued 
through banks was an old one. It had 
been proposed by Hamitton who when 
asked by Wasuineron, “What is to be 
done with our terrible debt?” answered, 
“Bank on it as our only available cap- 
ital, and the best in the world.” Many 
of the States had tried the experiment 


of chartering banks to issue currency 
against a pledge of State stocks, often 
with disastrous results. There were 
other States—of which New York was 
a conspicuous example—where the 
banking laws were good and the bank- 
ing system sound. It is well known 
that the law of the State named was 
relied on largely in framing the act 
creating the national banking system. 

More than two years before the bill 
providing for the organization of na- 
tional banks became a law the banks of 
the country had suspended specie pay- 
ment, not to be restored again until 
1879. The effect of this suspension 
was to link the national bank notes to 
the legal tenders, in which they were 
redeemable, rather than to gold. Of 
course, the bank notes were no better 
and no worse than the money in which 
they were payable. They were not as 
good as gold, but neither were the 
legal tender-notes, the latter and the 
bank bills substantially keeping togeth- 
er as compared with gold. 

In reality, though nominally issued 
by banks and bearing on their face the 
name of the bank emitting them, the 
national bank notes are Government 
paper money. They are secured by 
bonds of the United States, deposited 
with the Treasurer at Washington, in 
which city they are redeemed in law- 
ful money, and though the law pro- 
vides for redemption of the notes at 
the counters of the issuing banks this is 
almost totally unknown in practice. 
Théy are not redeemed through the 
clearings as are the notes of the Cana- 
dian banks. The Government guaran- 
tees the payment of the notes, running 
no risk whatever in so doing, since it 
always has in hand an amount of its 
own securities equal to the face of the 
notes issued. By exacting a pledge of 
securities equal to the notes emitted, 
the Government gives a practical illus- 
tration of that popular distrust of 
banks which prevails in this country. 
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No one now contends that any such 
rigid exaction is necessary to secure the 
notes, for a small fraction of the mod- 
est tax on bank circulation would of 
itself afford ample surety for the pay- 
ment of the notes of banks that fail, 
even without any bond security what- 
ever. 

This same Governmental distrust of 
banks in regard to notes applies to the 
deposit of public funds in the banks. 
As a preliminary to such deposit, the 
Government requires the pledging sub- 
stantially of an equal amount of United 
States bonds, taking no chances what- 
ever with associations of its own crea- 
tion’ and under its constant official espi- 
onage. The people, dealing with the 
banks individually, entrust to them 
many billions in the form of deposits, 
without requiring any pledge of secur- 
ity, illustrating what has been said, 
that the distrust of banks is political 
and not individual. Failure to use the 
banks freely as depositories and to check 


against the funds so deposited has 


caused serious derangement of the 
money market at various times and has 
been a costly policy otherwise, a recent 
calculation showing that by keeping 
large sums unnecessarily locked up in 
the Treasury the Government has lost 
over $36,000,000 in interest which 
might have been received had the sur- 
plus funds been deposited in banks at 
a moderate rate of interest. 

Devised as the national banking sys- 
tem was to give the country sound and 
uniform currency and to aid in replen- 
ishing the Treasury, it must be said 
that it hardly succeeded in either of 
these aims. The national bank cur- 
rency has been of uniform value and 
a vast improvement on a great deal of 
the State bank circulation which it dis- 
placed, but it has through its inelastic- 
ity developed serious defects, making it 
at least an open question whether the 
country would not profit by its gradual 
withdrawal and cancellation. In so far 
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as the new banking system was relied 
on. to furnish currency during the Civil 
War, the result was not very satisfac- 
tory. When the war closed the na- 
tional bank notes were in the neigh- 
borhood of $100,000,000 in amount— 
only a smal] fraction of the loans 
placed to carry on the war. Had the 
channels of circulation not been so well 
supplied by legal-tender notes, the na- 
tional bank notes at the close of the 
war would have been much greater in 
volume. After the war, when the Gov- 
ernment was still for a long time heav- 
ily in debt, the national banks were of 
immense help in sustaining the public 
credit. 

But it is as a system of discount and 
deposit banks that the national associa- 
tions have won their greatest success 
and established themselves firmly in the 
public confidence. It was, of course, 
one of the aims of Secretary Cuase to 
supplement the somewhat inharmonious 
State banking systems then existing 
with something having at least uniform 
laws to govern them and all watched 
over from Washington, yet he could hard- 
ly have foreseen how surprisingly large 
proportions the national banks were to 
attain through discount and deposit op- 
erations in the first half-century of 
their existence. 

Marvellous as has been the record of 
national banking growth, it might eas- 
ily have been much greater had Con- 
gress enlarged the functions of the 
banks, thus forestalling the rapid rise 
of the trust company and the tremen- 
dous accretions of deposits in savings 
banks. Here, again, the fear that an 
enlargement of the powers of the na- 
tional banks would be construed as a 
grant of favors to them, and made the 
subject of successful political attack, 
deterred the national legislature from 
so widening the functions of the banks 
as to make them capable of meeting all 
the banking requirements of their re- 
spective localities and thus effectually 
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limiting competition from State insti- 
tutions. Indeed, the opportunity was 
present twenty years ago to so amend 
the National Banking Act as to make 
it reasonably certain that the vast ma- 
jority of the banks of the country 
would have come under the Federal law 
for their own profit. But the ghost of 
political hostility cast upon Congress 
the shadow of fear, and little was done 
to adapt the national banking system 
to the tremendous increase in the coun- 
try’s wealth and population. State leg- 
islatures were restrained by no such 
phantoms, and they gradually widened 
the scope of permissible banking pow- 
ers, finally providing for a system of 
banks that can perform many func- 
tions denied to national banks. With- 


in the well-defined limits of their pow- 
ers, which have been but little enlarged 
in the last fifty years, the national 
banks have grown in numbers and re- 
sources, exhibiting remarkable vitality, 
but they have been outstripped by the 


State banks and their rate of growth 
in recent years has been far behind 
that of the trust companies, their most 
powerful competitors. To overcome 
the restraint imposed upon them by the 
indisposition of Congress to enlarge 
their powers, the national banks have 
in many cases organized trust compa- 
nies, often operating them as affiliated 
institutions, and not infrequently un- 
der the same roof as the national bank. 

Bills have been prepared looking to 
the enlargement of the powers of na- 
tional banks, permitting these institu- 
tions to add to their ordinary commer- 
cial functions those of trust companies 
and savings banks, but these bills yet 
await the sanction of Congress. 

The State banks and trust companies 
now largely outnumber the national 
banks, and they will hardly welcome 
the latter into their field as competi- 
tors. Obstacles to the enlargement of 
the powers of national banks were much 
less formidable twenty years ago, be- 


fore the competing institutions, partic- 
ularly the trust companies, had become 
so numerous and powerful. 

A rapid survey of the country’s 
banking history will show that in 1811 
the first Bank of the United States fell 
a victim to political hostility; that in 
1836 the charter of the second Bank 
of the United States expired, and that 
an attempt to renew the charter was de- 
feated on political grounds; that at the 
outbreak of the Civil War no effort was 
made to create a central bank and that 
Government paper money, in the form 
of legal tenders and bank notes, was 
for the first time permanently injected 
into the circulating medium, and a sys- 
tem of numerous small independent 
banks was erected under Federal au- 
thority; that Congress has steadily re- 
fused to enlarge the powers of na- 
tional banks so that they might more 
effectually compete with State institu- 
tions, and has even ignored the recom- 
mendations of practically every Comp- 
troller of the Currency for simple ad- 
ministrative changes in the National 
Bank Act that would make for more 
efficient supervision. Fortunately, from 
the beginning the regulatory sections of 
the National Banking Act were such as 
to insure a high degree of safety in 
the management of the banks, and this 
has been supplemented by watchfulness 
on the part of those who have succes- 
sively been at the head of the Comp- 
troller’s Bureau. 

Few other features of the National 
Bank Act have received as much at- 
tention as has been bestowed upon the 
method of note issues. As already 
stated, the device of using the debt of 
a country as a basis of note circulation 
is an old one. Within certain limits it 
works well enough, just as within cer- 
tain limits a government paper cur- 
rency of any other kind, made legal 
tender and even if irredeemable in coin, 
will answer the demands for a circulat- 
ing medium. But beyond these limits 
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a government paper currency of any 
kind reveals its defects. During the 
war the shortcomings of the bond- 
secured bank notes were obscured. The 
demand for currency seemed unlimited, 
and as soon as the banks got fairly un- 
der way they were able to supply this 
demand, the price of the bonds on 
which the currency was based being 
very low. This condition was not sub- 
stantially altered for many years after 
the war. When the issue of legal tend- 
ers ceased, and there was a decline in 
their volume from a maximum of $449,- 
338,902 January 3, 1864, to the pres- 
ent figure of $346,681,016 at which 
point the amount of notes has remained 
stationary since the Act of May 31, 
1878, forbade their further retirement, 
the national banks were the only 
source of increased currency supply, 
specie payment being suspended. The 
great revival of business following the 
close of the war seemed to call for all 
the currency the banks furnished, but 
after 1878 the renewal of silver coin- 
age and the purchase of silver by the 
issue of Treasury notes, particularly 
the latter policy, gradually revealed 
signs of monetary congestion. But the 
striking defect of the inadaptability of 
the bond-secured currency to meet the 
needs of expanding business was 
shown in the early nineties, when the 
prosperity of the country seemed to 
have reached a point never before at- 
tained, the wealth, population, com- 
merce and industry of the United 
States having grown at an unparalleled 
rate, while the bank note circulation, 
in the face of this expansion, steadily 
declined to its lowest point. This con- 
dition was due entirely to the gradual 
extinguishment of the public debt and 
the rise in the price of the constantly 


narrowing margin of bonds outstand- 


When occasion arose, as it did 
soon after, to make fresh issues of 
bonds and to refund a large portion of 
the debt into securities bearing a lower 


ing. 
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rate of interest, the price of bonds sud- 
denly and sharply fell, while the na- 
tional bank circulation quickly rose to 
a point never reached before. This 
sudden rise was due less to any corre- 
sponding augmentation in the demand 
for currency than it was to the rapid 
drop in the prices of United States 
bonds. The circulation did not, be- 
cause it could not, expand to meet ris- 
ing business, owing to the high price 
of bonds, but when the price of bonds 
fell the circulation rose rapidly even 
in the face of declining business. There 
has never been any corresponding addi- 
tion to the national bank circulation to 
meet increased seasonal demands for 
currency, and when industry and trade 
have lagged the circulation has not in- 
frequently kept on growing in volume. 
The inherent defects of a bond-secured 
circulation have been greatly aggra- 
vated by the fact that there never has 
been any true commercial redemption 
of the national bank notes. 

Soon after 1890 thoughtful bankers 
and financial experts began to direct 
the attention of the country to the de- 
fective character of the bank-note cir- 
culation. At first the matter received 
but lukewarm attention from bankers 
and the business public at large, but 
the campaign of enlightenment grad- 
ually spread, and in the Act of May 
31, 1908, providing for the issue of an 
emergency currency, limited recognition 
was given to commercial paper as a 
suitable basis for the issue of the cir- 
culating notes of banks. Later meas- 
ures for reforming the banking system 
of the country, proposed in Congress, 
have almost invariably given recogni- 
tion to the correctness of this princi- 
ple and have provided, in some cases, 
for the retirement of both the bond- 
secured bank circulation and the legal- 
tender notes, these forms of currency 
to be supplanted in the first instance 
by bank notes based upon coin and com- 
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mercial paper and in the second case 
by gold certificates. 

The propriety of using the public 
debt as a basis for a country’s bank- 
note currency is no longer seriously 
maintained. It is an exploded theory, 
like the free and unlimited coinage of 
silver at the ratio of sixteen to one. 

Until recent discussion of 
banking problems has concerned. itself 
almost wholly with the method of issu- 
ing circulation, although with the ex- 
tension of deposit banking and the 
growing use of checks the note issues 
have declined in importance. Elasticity 
is the thing declared to be chiefly 
needed in the currency of the country, 
and in nearly every instance it has 
been sought to impart this element by 
providing for a huge addition to the 
bank-note circulation. The Act of 


years 


May 31, 1908, provided for the issue of 
half a billion of emergency notes, and 
these notes were actually printed and 
stored in the Treasury at Washington. 


There have been times when their use 
would have been of some service (as in 
the fall of 1912 when there was a 
heavy temporary demand for currency 
on account of the extraordinary agri- 
cultural output), but as the issue of 
these notes was subject to a heavy tax 
and so hedged about by restrictive pro- 
vision that no bank dared to apply 
for them, fearing that if it should 
such action would be interpreted as a 
sign of distress if not of insolvency. 

The plan formulated by the National 
Monetary Commission, while it provid- 
ed for note issues on a sound and scien- 
tific basis, went far beyond the limits 
of the great European banks in the 
permissible volume of notes and opened 
the door to widespread and perhaps 
dangerous expansion by making these 
notes—which were partly credit instru- 
ments themselves—a legal reserve for 
other banks. 

Lack of elasticity in the bank circu- 
lation is due to the character of the 
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security, to the absence of commercial 
redemption of the notes and to other 
factors. 

Elasticity of credit, which transcends 
in importance the flexibility of note is- 
sues, finds hindrance in the fixed char- 
acter of much of the country’s cur- 
rency—$700,000,000 in bank notes, 
$500,000,000 in silver and $300,000,000 
in legal-tender notes—over one and one- 
half billions of fixed circulation, prac- 
tically unvarying in seasons of prosper- 
ity or of dull business. While theoreti- 
cally the bank notes are not available 
as reserves, in practice they are so em- 
ployed to a large extent, even by the 
national banks. Substantially, the only 
elastic element in the country’s reserve 
money at present is gold, which is in- 
creased in volume by production and 
imports, and decreased by exports or 
by lessened production. While this 
lack of elasticity is recognized, the rem- 
edy most commonly discussed for sup- 
plying it is to provide for the issue of 
more bank notes, to be used as reserves. 
Little thought seems to have been given 
to the benefits which might flow from 
a change in the character of the reserve 
money so that it would consist entirely 
of gold or gold certificates. Agitation 
for a central bank of rediscount has 
revealed the fact that many bankers be- 
lieve that there would thus be created 
an unfailing gold reserve, an inexhaus- 
tible fountain of credit to which the 
overloaded bank might repair with re- 
sults as magical as those dreamed of 
by Ponce ve Leon when he sought 
the fabled fountain of youth. 

This craze for more and more paper 
money and for more and more credit 
facilities—the former not adequately 
backed by coin, the latter not represent- 
ing accumulated capital—illustrates 4 
striking phase of the country’s prog- 
ress, the desire to forge rapidly ahead, 
impatient of the restraints that would 
seek to confine the advance within pru- 


dent bounds. To meet this demand— 
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and it has been next to impossible to 
resist it—the banks have of late years 
kept their loans close to the limits pre- 
scribed by law and have multiplied 
their liabilities in proportion to capital 
to an extent that at one time would 
have caused apprehension. 

Perhaps no phase of the country’s 
banking development has excited great- 
er interest than the attempt of the 
central reserve city banks—those of 
New York especially—to fulfill the 
dual functions of central reserve 
agents and investment banks. It is 
hardly passing judgment but rather re- 
cording an obvious fact to say that the 
two functions have been found incom- 
patible, equipped as the banks are at 
present. The vast growth of the coun- 
try in wealth and in banking re- 
sources and the multiplication of banks 
have placed heavier and heavier obli- 
gations upon the New York banks as 
reserve agents, while the tremendous 
addition to the volume of corporate se- 
curities that must be marketed has 
vastly added to the call upon the banks 
in aiding to carry on financial opera- 
tions. Adequately to discharge the 
functions of reserve agents under the 
changed conditions that have come 
about in recent years owing to the in- 
crease in the size and number of corre- 
spondent banks, the central reserve 
city banks need large capital, and if 
they are to meet the sudden and heavy 
calls to which they may at any time be 
subject, they must keep a large mar- 
gin of reserve. They ought to be in a 
position to rediscount and the right to 
issue their credit notes would be of 
great to the business world. 
While there has been consolidation of 
banking to a limited extent, no institu- 
tion has as yet been set up whose re- 
sources would give it leadership and a 
commanding position as a reserve bank. 
Considering the obvious advantages of 


service 


an institution of such magnitude, it 
must be regarded as remarkable that it 
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has not developed either as a new or- 
ganization or as a ‘consolidation of ex- 
isting banks. The desire of the pow- 
erful banks to maintain their identity 
and the public prejudice against any 
consolidation that would result in the 
establishment of a bank of command- 
ing influence have operated as retarding 
forces against what otherwise might 
have come as a natural banking devel- 
opment. 

Bankers have not been exempt from 
the tendency of the American people 
to rely upon the legislature to correct 
faults which might easily be remedied 
by concerted individual _ initiative. 
There is no statute inhibiting the for- 
mation of a great reserve bank of re- 
discount, nor is there any law that 
would prevent bankers through the 
clearing-houses or otherwise from en- 
tering into codperative arrangements 
that might be efficacious in staying the 
ravages of panic. Doubtless the mo- 
tives for voluntary action in these di- 
rections have thus far been deemed in- 
sufficient, and the bankers have await- 
ed express legislative warrant for what 
they might have done voluntarily and 
which they may yet be compelled to 
do for their own protection in the 
absence of action by the Congress. 

Upon purely scientific grounds a 
central bank for the United States has 
commended itself to many of those who 
have given the deepest study to our 
banking problems. It can hardly be 
denied that were it practicable to have 
here a bank performing for us the 
functions so well discharged by the 
Bank of France in that country, it 
would be a desirable thing. Fruitless 
must be the effort to compel 30.000 
independent banks to impose voluntarily 
the necessary restraints upon credit ex- 
pansion; and until such restraint is im- 
posed there will be overtrading and 


panic. Where there are so many small 


banks, this regulatory force must be 
exercised from without—by a central 
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bank, by united action through the 
clearing-houses, or in some other way. 
The second Bank of the United States 
aroused the hostility of the other banks 
because it kept down their note issues, 
and a central bank now would arouse 
the hostility of the banks if it re- 
strained the expansion of banking 
credits; but that restraint is vital to 
the continued orderly conduct of the 
country’s banking and to industrial and 
commercial prosperity. 

Is the opposition to a central bank 
based upon ancient and untenable prej- 
udices, or does it arise from the fact 
that in our traditions and institutions 
there is something which makes such a 
bank impracticable? Upon this point 
the opinion of that keen critic of 
American affairs, the late Cari 
Scnurz, may be of value. In his “Life 
of Henry Cray,” pages 48 and 49, Mr. 
ScHuRzZ says: 

“The power of a central bank, acting 
as the fiscal agent of the Government, 
disposing of a large capital, and con- 
trolling branch banks all over the coun- 
try, must necessarily be very large. Be- 
ing able to encourage or embarrass 
business by expanding or curtailing 
bank accommodations, and to favor this 
and punish that locality by transferring 
its facilities, it may benefit or injure 
large masses of men, and thereby exer- 
cise an influence upon their political 
conduct—not to speak of its opportu- 
nities for propitiating men in public po- 
sition, as well as the press by its sub- 
stantial favors. * * * 

“A great central banking institution, 
a government agent, enjoying valua- 
ble privileges, will always have the 
flavor of monopoly about it, and there 
is nothing more hateful than the idea 
of monopoly among a democratic peo- 
ple. It will always excite popular 
jealousy by the appearance of offering 
to a limited circle of persons superior 
opportunities of acquiring wealth at the 
public expense. It will always arouse 
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popular apprehension with regard to 
the harm it might do as a great con- 
centrated money power. These appre- 
hensions and jealousies will, in a dem- 
ocratic community, at any time break 
out, cause an attack upon the institu- 
tion, and oblige it to fight in self- 
defense. Being attacked on the politi- 
cal field, it will, in obedience to a nat- 
ural impulse, try to protect itself on 
the political field, and thus easily be- 
come a dangerous and demoralizing 
factor in politics. 

“An institution like the Bank of the 
United States, whatever its temporary 
usefulness may have been, is, there- 
fore, not a proper fiscal agent for the 
government of a democratic country, 
and the United States have reason to 
remember with gratitude Satmon P. 
Cuase and the Congress of 1863, for 
having, in the greatest crisis of public 
affairs, given the country a national 
banking system equal to the United 
States Bank in efficiency, superior to it 
in safety, avoiding the evils of a con- 
centrated money power, and, as subse- 
quently perfected, entirely free from 
that flavor of monopoly which made the 
old bank in its time so odious.” 

If this view is correct, it may be the 
task of present-day statesmanship to 
find some means of linking the banks 
together in a manner that will meas- 
urably afford the advantages of a cen- 
tral bank without its objectionable 
features. Perhaps no form of district 
organization that fails to bind all the 
banks in a league for mutual protection 
will be efficient. 

The history of the national banking 
system contains few important dates— 
points that mark any striking growth. 
There are two exceptions to this state- 
ment, however. After the original act 
was passed in 1863 the growth of the 
banks was slow until the ten per cent. 
tax was imposed on State bank notes 
in 1865. But the real impetus to na- 
tional banking was given in 1900 when 





262 


the minimum capital was reduced from 
$50,000 to $25,000, and the issue of cir- 
culation placed upon a somewhat more 
liberal basis. 

No survey of the country’s banking 
for the past fifty years, however cur- 
sory, could fail to take note of the im- 
provement in the personnel of the 
banks. It was formerly a trite saying 
that the officers of American banks 
were often farmers, grocers, lumber 
merchants, ete., but rarely bankers. 
Perhaps this was less of a reproach 
than it seemed, for the man who is in 
intimate personal touch with the busi- 
ness of his community, however he may 
be deficient in the higher attributes of 
professional banking, is pretty apt to 
have that practical shrewdness that en- 
ables him to form accurate opinions of 
credits and values. But to this rudi- 
mentary knowledge the banker is now 
adding the broader views that follow 
wider experience, closer study and more 
intimate relations with his fellows. 
Whether it could ever be justly charged 
that the banker kept apart from others, 
that charge would be false now. In 
political, social and business affairs the 
banker to-day gives his time, his coun- 
sel and his service. Not infrequently 
he acts as the mentor of his community. 
By those in trouble he is consulted 
scarcely less frequently than the physi- 
cian or the minister of religion, and 
is almost universally respected for his 
sound judgment and admired for his 
personal qualities. Not only 
bankers come into more intimate 
tion with the people who deal 
them, but the gulf that was once sup- 
posed to separate the officers of one 
bank from those of another has been 
bridged by bankers’ clubs and associa- 
tions bringing together the bankers of 
cities, districts, States and of all sec- 
tions of the Union. As a consequence 
the banker is able to view all public 
matters not alone as they affect his own 


have 
rela- 
with 


bank but in their wider influences upon 
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the nation. He has thus become a wiser 
man and a more useful citizen. 

In conelusion, it may be said that as 
the national banking system enters 
upon its second half-century, it finds 
the country deeply concerned about 
remedying some of the admitted defects 
of the system which the first half- 
century has developed. These defects 
are not inherent in the system itself; 
much less are they due to any general 
faults of management. The national 
banks have furnished a remarkably safe 
and efficient system of banking, and 
have been factors of immense benefit in 
local development and in the augmen- 
tation of the national wealth and pros- 
perity. If they have fallen short, it 
has been due to the slowness of the 
national legislature in adapting the law 
to meet the changing conditions of the 
last fifty years. Those who have faith 
in the final triumph of intelligence over 
prejudice have not lost hope that soon 
the National Bank Act will be revised 
in the light of enlightened public 
opinion. Perhaps too much has been 
said already about the defects of our 
banking system, which are few, while 
its excellencés are many. The national 
banking system is neither the best nor 
the worst in the world. Both its good 
and bad features are such as one may 
expect in any system of small scattered 
independent banks. To bind the banks 
together so as to gain the advantages 
of coéperation without sacrificing the 
indisputable benefits of independence— 
that is our banking problem of to-day. 


Comptroller of the Currency’s 
First Annual Report 


N November 28, 1863, the first re- 
port of the Comptroller of the Cur- 
rency, Hon. Hugh McCulloch, showed 
that up to that time 134 national banks 
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had been organized, located as follows*: 


District of Columbia 1 
Tllinois 7 
Indiana 

Iowa 

Kentucky 

Michigan 

Missouri 

Ohio 

Wisconsin 


New Hampshire... 2 
Vermont 
Massachusetts 
Rhode Island 
Connecticut 
New York 
New Jersey 
Pennsylvania 

A summary of some of Mr. McCul- 
loch’s recommendations will be found 
of interest. Regarding the limitation 
of loans to a single individual or firm, 


he said: 


“While it is true that large loans to 
a single individual or firm should, as 
a general thing, be avoided, there may 
be and frequently are, exceptional cases 
in which such loans are both necessary 
and judicious. I think, therefore, that 
this is a matter that should be left to 
the discretion of the managers of the 
banks, and that it can be safely in- 
trusted to them.” 

Here is a recommendation that 
would, if adopted, put a heavy respon- 
sibility upon officers and directors: 

“Instead of the liability of stock- 
holders, many of whom have little 
voice in the management of their banks, 
I would suggest that section twelve be 
so amended that the failure of a na- 
tional bank be declared prima facie 
fraudulent, and that the officers and 
directors, under whose administration 
such insolvency shall occur, be made 
personally liable for the debts of the 
bank, and be punished criminally, un- 
less it shall appear, upon investiga- 
tion, that its affairs were honestly ad- 
ministered. The individual liability 
provision, if continued, will prevent, as 
it is now doing, many prudent men and 
men of wealth from becoming share- 
holders in national banks, and conse- 


*A list of the National banks in existence 
up to the end of 1863, together with their 


capital and principal officers, appeared in 
The Bankers Magazine for January, 1864, 
Pp. 510. 
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quently hinder a proper and desirable 
distribution of their stock, and will not 
protect creditors to the same extent as 
would be done by the proposed liability 
of the managers.” 


Mr. McCulloch was of the opinion 
that the regulation of the rate of in- 
terest should not be left to the States. 
He said: 


“The expediency of making the rate 
of interest uniform throughout the 
country is manifest. * * * 

“Whatever opinions may have here- 
tofore obtained upon the subject, there 
are now very few intelligent business 
men of the country, who have 
watched the effect upon trade and ex- 
changes of the efforts of the States 
to establish by law the rates of inter- 
est, who are not agreed in the opinion 
that the regulation of commerce be- 
tween the States cannot be perfectly 
accomplished without the establishment 
of a uniform rate of interest through- 
out the Union. The commerce of the 
country ignores State boundaries, and 
Congress has the exclusive right of 
regulating it. Congress ought, there- 
fore, to have the incidental power of 
preventing the States from embarrassing 
commercial intercourse between the 
people of the States, which is done to 
no little extent, by their fixing differ- 
ent rates of interest upon money.” 


The advantages of a wise control of 
the discount rate were thus stated by 
Comptroller McCulloch: 


“The judicious use of the power pos- 
sessed by the Bank of England of 
checking, by an advance of the rate of 
interest, excessive speculation and the 
creation of a foreign debt, to be 
liquidated by shipments of coin, has 
frequently prevented financial crises in 
Great Britain. The same power, pru- 
dently and resolutely wielded by the 
banks of New York as a unit, would, in 
years past, have saved millions to the 
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United States. It may be many years 
before the national banks will possess 
the power now held by the State banks 
of that city, but they may have it in 
due time; and when this is the fact, 
no statutory restrictions should pre- 
vent them from using it for the benefit 
of the country.” 


Mr. McCulloch condemned in the 
strongest terms the provision of law 
which authorized the issue of national 
currency to State banks, saying: 


“The sixty-second section makes it 
the duty of the Comptroller to furnish 
the national currency to any banks or 
banking institutions authorized by 
State law to engage in the business of 
banking, upon their delivering to the 
Treasurer the required securities. No 
matter what may be the restriction of 
the State law upon the issues of State 
banks, or the character of the banks, if 
they claim to be the owners and are the 
holders of United States bonds to the 
amount of fifty per cent. of their cap- 
itals, they can deposit any part of these 
bonds and obtain circulation therefor. 
It is difficult to conceive of a measure 
better calculated to bring the national 
currency system into conflict with the 
States. Under it we should have banks 
receiving Government notes without be- 
ing in any measure subject to the su- 
pervision of the Government—deriving 
all their corporate powers from the 
States, and yet issuing notes not au- 
thorized by State laws. We should 
have banks that may have borrowed the 
Government securities attempting to 
bolster up a doubtful reputation by the 
credit which an issue of national cir- 
culation would give them, and casting 
reproach upon the system by their in- 
ability to redeem it. 

“If States have the right to create 
banks of issue, they must have the sole 
right to control them. Congress can 
neither increase nor diminish the pow- 
ers of institutions brought into exist- 
ence by State laws, if their powers do 
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not encroach upon the authority of the 
general Government.” 


Mr. McCulloch recognized the im- 
portant departure made in guaranteeing 
the bank notes by the Government, as 
this quotation from his report shows: 


“By the National Currency Act the 
principle is for the first time recog- 
nized and established that the redemp- 
tion of bank notes should be guaran- 
teed by the government authorizing 
their issue. The national currency will 
be as solvent as the nation of which it 
represents the unity. The country has 
at last secured to it a permanent paper 
circulating medium, of a uniform value, 
without the aid of a national bank.” 


The New President for Bank- 
ing and Currency Reform 


UCH speculation has been indulged 
in regarding the attitude of the 
new Administration toward banking 
and currency reform:, That such re- 
form is needed was plainly indicated in 
President Wixson’s inaugural address. 
Dealing with some of the chief items 
of things that ought to be altered, he 
included “a banking and currency sys- 
tem based upon the necessity of the 
Government to sell its bonds fifty years 
ago and perfectly adapted to concen- 
trating cash and restricting credits.” 
This may be taken as an evidence that 
the President will bend his efforts to- 
ward securing banking and currency 
legislation of some sort. With so many 
conflicting opinions existing, the task 
of scientifically adapting our banking 
and currency system to present-day 
needs will not prove an easy one. It 
will prove even more difficult if the 
task is approached in a spirit of hos- 
tility toward the banks rather than with 
the aim of benefiting all classes, all sec- 
tions and every sort of legitimate com- 
merce and industry. 





A HALF-CENTURY OF NATION- 
AL BANKING 


HE past month marked the completion of a half-century of the 
existence of our national banking system (the original act pro- 
viding for the incorporation of national banks became a law Feb- 
ruary 25, 1863). It has been thought proper by the publishers of 
THE BANKERS MaGAztnE to devote considerable space in this issue 
to the progress of the national banks and to a consideration of 
needed banking and currency legislation. The first paper, dealing 
with the progress and present position of the national banks, is by 
Hon. LAwRrENcE O. Murray, Comptroller of the Currency. Other 
articles on this topic and on banking legislation, contributed by 
leading statesmen, economists and bankers, follow. 


The Progress and Present Position of 
the National Banking System 


By Hon. Lawrence O. Murray, COMPTROLLER OF THE CURRENCY. 


N 1863, when the National Bank Act 
was adopted, the tremendous devel- 
opment of national banking could hard- 
ly have been conceived. Reflecting, as 
it does now, the prosperity of the coun- 
try, a brief review of its steady growth, 
its powers of recuperation after periods 
of stress, its limitations and its necessi- 
ties, is interesting in the light of fifty 
years’ experience. 

When the National Bank Act as it 
now is in all its general provisions, was 
enacted, the total money in this coun- 
try was about $675,000.000. To-day it 
is about $3,719,000,000. Then we had 
about 1,500 State banks, now we have 
nearly 22,000 State and private banks 
and over 7,400 national banks. Then 
the total assets of the State banks were 
*1.191,000,000. Now they are over 
*14,000,000,000 and the assets of the 
nitional banks are $10,965,000,000. 
Since the adoption of the National 
Bonk Act fifty years ago, assets of all 


banks have increased from $1,191,000,- 
000 to over $25,000,000,000. 

In banking power the United States 
leads all other countries and equals ap- 
proximately that of Great Britain, 
France and Germany combined. The 
banking power of the United States in 
1912, as represented by capital, sur- 
plus and other profits, deposits and cir- 
culation of the national and other re- 
porting banks, together with the esti- 
mated amount of funds of this charac- 
ter in non-reporting banks, was $22,- 
548,000,000, or more than double what 
it was in 1900, when it was estimated 
at $10,685,000,000. 


ProGress IN BANKING FROM 1863 TO 
1913. 


On June 20, 1863, the first national 
bank charter was issued, and on Octo- 
ber 5 of that year, sixty-six national 
banks made their first reports to the 
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Comptroller of the Currency. The 
capital of these banks amounted to 
$7,200,000 and their deposits to $9,- 
478,000; or an average capital of 
$109,000 and average deposits of 
$143,000. The average capital to-day 
is not far above what it was at the be- 
ginning, being now about $140,000, but 
the average deposits have increased 
over seven fold. 

At the end of 1873 the number of 
banks had increased to 1,976, with 
capital of $490,000,000, surplus of 
$121,000,000 and individual deposits of 
$540,000,000. During the first ten 
years of banking under the national 
system occurred the financial crisis of 
1873. It appears that between Sep- 
tember 12 and the call of December 26 
of that year the banks lost over $107,- 
000,000 of their total deposits, or more 
than fifteen per cent. With individual 
and bank deposits to-day aggregating 
$#8,129,000,000, the same percentage of 
loss would deplete the banks’ deposit 
accounts by over $1,200,000,000. Dur- 
ing the panic year of 1873, eleven 
banks, with capital of $3,550,000, were 
placed in the charge of receivers, mak- 
ing in all thirty-four banks, with ag- 
gregate capital of $8,211,000, thus 
closed during the first ten years of the 
existence of the national system. 

This panic was the first great shock 
the system had experienced, and how 
well the banks weathered the storm and 
how promptly they recovered can be 
read in the statistics of a year later. 
The number of banks increased from 
1.976 in December, 1873, to 2,027 in 
December, 1874; their capital gained 
over $5,500,000 and there was a gain 
in resources of $173,000,000. Between 
June and September, 1873, the re- 
sources of the banks decreased by 
$20,000,000, and from September to 
December by $101,000,000; at the next 
call, February 27, 1874, resources 
showed a gain of $79,000,000; at the 
May call there was a gain of $58,000,- 
000, but a loss of $16,000,000 is shown 
at the date of the June call; then a 
gain of $25,000,000 at the October 
call, and of $25,000,000 at the Decem- 
ber call. These fluctuations show the 
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very sensitive conditions of banking at 
this critical period of our banking his- 
tory. 

Ten years later, namely, December 
21, 1883, the number of banks had in- 
creased to 2,529, with capital of $511,- 
800,000, surplus, $144,800,000, and in- 
dividual deposits, $1,106,000,000. It 
will be noted that during this decade 
the number of banks increased by over 
twenty-seven per cent., and while capi- 
tal increased by less than five per cent., 
individual deposits gained over 104 per 
cent. There was, however, a_ slow 
growth in surplus, it being only twenty- 
eight per cent. of capital, against twen- 
ty-five per cent. ten years before. From 
1873 to 1883, 344 banks left the sys- 
tem by voluntary liquidation, and fifty- 
five were declared insolvent; but during 
the same period 970 new banks were 
organized. 

The end of the third decade under 
the national system, that is, 1893, 
found the banks emerging from the 
throes of another great crisis. Sixty- 
nine national banks, with capital aggre- 
gating over $11,000,000, were placed 
in the charge of receivers during the 
year 1893, and more than seventy-five 
were forced temporarily to suspend 
business. "The banks’ reports of condi- 
tion for December 19 showed a loss of 
twelve per cent., or over $210,000,000, 
in individual deposits since the May 
call; the number of banks in operation 
was forty-three less than on the latter 
date, and the capital stock less by near- 
ly $7,000,000. There were two other 
well defined periods of depression dur- 
ing the decade ending with this year, 
one being the panic of May, 1884, when 
national bank reports showed a loss of 
$81,000,000 in individual deposits be- 
tween the last of April and the middle 
of June; the other being the financial 
stringency of ‘1890, reflected in the 
bank statements by an indicated loss of 
about $80,000,000 in individual depos- 
its between the first of October and the 
middle of December of that year, be- 
sides a reduction of over $51,000,000 
in the amount of bankers’ deposits held. 

After the crisis of 1893 there was 4 
period of uncertainty as to the outcome 
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of pending financial legislation, and 
during the next three or four years the 
number of national banks in operation 
declined, and the statistics show little or 
no increase in the amount of their as- 
sets. It was not until 1897 that sum- 
maries of bank statements indicated a 
marked upward trend in the volume of 
business. From this time on bank de- 
posits increased at a wonderful rate, 
and in the bank statements summarized 
from call to call can be traced the ex- 
pansion of business after the free sil- 
ver agitation had subsided. From this 
time the business of the national banks 
has increased by leaps and bounds, and 
an interesting story of their progress 
may be read in the statistics compiled 
from reports of condition for each call. 

During the fourth decade in the his- 
tory of the national banking system im- 
portant legislation affecting the banks 
was enacted by Congress. This was 
the Act of March 14, 1900, permitting 
banks with a minimum capital of $25,- 
000 to be organized in places of 3,000 
inhabitants or less. This act of Con- 
gress gave a new impetus to the organi- 
zation of national banks in the rural 
communities of the South, the Middle 
West and the Southwest. From Feb- 
ruary, 1900, to the end of December, 
1903, the number of national banks in 
operation increased from 3,604 to 
5,118, a gain of 1,514, or more than the 
total increase during the twenty years 
preceding 1900. Of these 1,514 banks, 
1,186 had the $25,000 capital. 

In 1903, the fortieth anniversary of 
the organization of the first national 
bank, there were over 5,000 of these in- 
stitutions in active operation. On No- 
vember 17, the date of the last reports 
of condition for that year, the summary 
of reports from 5,118 banks showed 
capital, $758,000,000; surplus, $375,- 
000,000, and individual deposits, $3,- 
176,000,000. Since 1893 the banks had 
inereased in number by thirty-five per 
cent., capital by eleven per cent., sur- 
plus by fifty-two per cent., and individ- 
ual deposits by 106 per cent. An evi- 
dence of the increasing strength of the 
banks at this time is shown in the sub- 
stantial accumulation of surplus and 


the proportion held to capital, compared 
with prior years. The percentage of 
surplus to capital in 1873 was twenty- 
four per cent., in 1883 it was twenty- 
eight per cent., in 1893 it had risen to 
thirty-six per cent., and at the end of 
1903 it had reached forty-nine per cent. 
Likewise the great expansion of busi- 
ness throughout the country is reflected 
in the extraordinary increase of over 
100 per cent. in deposits within the ten 
years in question. At the end of 1903 
the resources of the national banks ag- 
gregated $6,302,000,000. From that 
year to the present resources of the 
banks have increased by seventy-five 
per cent. 


EvipENCE OF INCREASING STRENGTH. 


In February, 1913, the fiftieth anni- 
versary of the adoption of the National 
Bank Act, the number has grown to 
7,436 and capital to $1,056,000,000, 
and as shown by latest reports the sur- 
plus has reached $701,000,000; individ- 
ual deposits, $5,944,000,000, and re- 
sources, $10,965,000,000. For nine 
years of this decade the per cent. of in- 
crease is as follows: In number of 
banks, forty-five per cent.; capital, 
thirty-eight per cent.; surplus, eighty- 
six per cent., and individual deposits, 
eighty-five per cent. Surplus is now 
over sixty-six per cent. of capital, evi- 
dencing a strength never before at- 
tained by the banks as a whole. 

From the information as now 
gathered once each year relating to 
banks operating outside of the national 
system it is possible to obtain data of 
sufficient accuracy and completeness to 
make a comparison of the volume of 
business transacted by the national 
banks with that of the State chartered 
and private banking institutions of the 
country. In June last the Comptrol- 
ler’s office, co-operating with the bank- 
ing departments of the various States, 
obtained data, prepared from reports of 
condition uniform in character and date, 
from all classes of institutions engaged 
in banking throughout the country, 
whereby it is possible to portray with a 
wealth of detail the total banking re- 
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sources and liabilities for every State 
and for the country as a whole. 


Resources or NATIONAL AND OTHER 
Banks CoMPARED. 


On June 14, 1912, the date of the 
last concurrent “call,” there were 7,372 
national banks in operation, with capi- 
tal of $1,033,000,000, individual depos- 
its of $5,825,000,000, total resources of 
$10,861,000,000. On the same date 
there were 17,823 reporting banks of 
all classes, other than national banks, 
with capital of $977,000,000, individual 
deposits of $11,198,000,000, and total 
resources of $14,124,000,000. It is 
therefore shown that although in num- 
ber the national banks comprise only 
twenty-nine per cent. of all reporting 
banks, they have fifty-two per cent. of 
bank capital and forty-four per cent. 
of the total bank resources of the coun- 
try, while they hold 34.2 per cent. of 
all individual deposits. 

The banking strength of this country 
embraces 25,195 banking institutions of 
all classes—national, State, savings, 
private banks and loan and trust com- 
panies—in operation. The capital of 
all these banks aggregates $2,010,000,- 
000, their surplus, $1,585,000,000, 
their individual deposits, $17,024,000,- 
000, and their aggregate resources, 
$24,986,000,000. 

It may be of interest to compare a 
few of these items of resources and lia- 
bilities of national banks with the 
amounts reported for the other banking 
institutions. With respect to loans and 
discounts of all banks, aggregating 
$13,953,000,000, the national banks 
have loaned $5.973,000,000; the other 
banks, $7,.980,000,000. Of the invest- 
ment in bonds and securities, aggregat- 
ing $5,359,000,000, the national banks 
hold $1,861,000,000, other banks hold 
$3,498,000,000. There was on June 14 
last about $1,573,000,000 cash in the 
banks of the country; of this amount 
the national banks held $996,000.000 
and the other banks $577,000,000. The 
proportion of cash to deposits held by 
national banks was shown to be seven- 
teen per cent. and that for all other 


commercial banks seven per cent. and 
including mutual savings banks fiv: per 
cent. The people had on deposit with 
all the banks of the country, reporting 
in June last. $17,024,000,000; of this 
amount $5,825,000,000 was in national 
banks. 


ComMpTROLLER’s Power REstrIcTep. 


After fifty years the omissions and 
imperfections in the present National 
Bank Act are generally understood and 
the matter has been one for discussion 
by different comptrollers, bankers, 
financial writers and others interested 
for half a century. But the act as orig- 
inally passed, with its weaknesses, still 
remains unamended to meet present-day 
conditions. 

It may be a surprise to many bank- 
ers who are familiar with the provis- 
ions of the National Bank Act to learn 
that the powers granted to the State 
superintendents of banks by the bank- 
ing laws of many States are very much 
greater than Congress has seen fit to 
give the Comptroller. One would think 
that the Government ought at least keep 
pace with the States in a grant of su- 
pervisory power to the officer striving 
to prevent bank failures. To illustrate: 
In three States the law requires that the 
by-laws of a bank shall be approved by 
the head of the banking department. 
Under the law of one the amount of 
money to be invested in a_ banking- 
house is made dependent upon the ap- 
proval of the Bank Commissioner. By 
the laws of eight States the head of 
the State Banking Department is au- 
thorized to remove the bank’s officers, 
the statutes giving this right either on 
account of the recklessness, dishonesty 
or incompetency of the officers or em- 
ployees or “for due cause,” or because 
in the opinion of the State banking au- 
thority the officer or employee has 
“abused his trust, or been negligent in 
the performance of his duty.” Seven 
of the States give the State Banking 
Department authority to prescribe and 
approve the form of all books and ac- 
counts of banks. 

Other powers not covered by the Na- 
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tional Bank Act are given to the various 
State Banking Departments. For in- 
stance, the right to order the removal 
of one of two banks transacting busi- 
ness in the same building and in close 
proximity; the right to pass upon and 
to compel the bank to call in loans to 
directors not approved by the State Su- 
perintendent; the power to require a 
bank to pay off borrowed money; the 
approval of salaries of officers and 
trustees of savings banks; the extension 
of the statutory period during which 
real estate may be held; the approval 
of consolidations; the right to prescribe 
the maximum rate of interest paid to 
depositors; the calling of a stockhold- 
ers’ meeting; the reduction of over- 
drafts; the right to determine the value 
of a bank’s investments and to compel 
it to charge down investments to the 
value fixed by the State authority; to 
revoke the license authorizing a bank to 
operate in the State; to require every 
bank to select a competent person, sub- 
ject to the written approval of the su- 
perintendent, to verify the pass books, 
and to require the dividends of savings 
banks to be approved by the head of 
the State Banking Department. 

All these powers and many more not 
enumerated are being used wisely by 
the supervising authorities of the differ- 
ent States in the interest of sound bank- 
ing. But the Comptroller must meet all 
these same conditions as best he can 
without any specific provision in the 
law. 


Some SuGGEsTED AMENDMENTS. 


There are many amendments to the 
present National Bank Act needed, but 
space will permit directing attention to 
only a few. 

The law requiring three-fourths of 
the directors to have resided in the 
State. Territory or district in which the 
bank is located for at least one year 
immediately preceding their election 
should be amended to provide that a 
majority must be residents of or have 
their principal place of business in the 
place in which the bank is located. 
This will provide for local control 


much more fully than the existing law. 

If directors are not conveniently 
available for monthly board meetings, 
they cannot meet to pass on all paper 
purchased or discounted; nor be readily 
convened should urgent necessity arise; 
nor meet with the national bank exam- 
iner at each examination. National 
banks are local institutions and the of- 
ficers and directors should be, very 
largely, local men having a knowledge 
of local conditions, and who are able to 
meet on very short notice. 

A provision should be enacted making 
every transfer made by a shareholder 
of a national bank, where the bank is 
insolvent, with intent to evade his lia- 
bility as a shareholder, utterly null and 
void as against the creditors of the bank 
or a receiver. This provision is needed 
in order to meet difficulties encountered 
in enforcing liability after fraudulent 
transfer under rule of liability imposed 
by the Supreme Court of the United 
States in Dewey vs. McDonald (202 
U.S. 510). 

Corporations owning stock in nation- 
al banks should be liable for assess- 
ments. The reason for suggesting this 
amendment is that the Supreme Court 
of the United States has frequently 
held that when a corporation has no 
power to invest its funds in the stock 
of a national bank, if it actually does 
so it cannot be held liable for the as- 
sessment against it as a shareholder. 
It makes no difference how long the 
stock may have been held, what amount 
of dividends the corporation may have 
received, or what part it may have 
taken in directing the affairs of the 
national bank. The law should be ap- 
plicable also to national banks holding 
stock as an investment of their funds in 
another national bank. Prior to the 
first decision of the Supreme Court of 
the United States, the United States 
Circuit Court of Appeals had held that 
under such circumstances the corpora- 
tion was liable, notwithstanding it had 
exceeded its powers by making such in- 
vestment. 

The result of the ruling of the Su- 
preme Court places a premium upon the 
illegal exercise of powers by a corpora- 
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tion. All national banks and most cor- 
porations under State laws have the 
right to acquire stock in a national 
bank, provided it is accepted in good 
faith to realize upon a loan of money 
previously made. That a corporation 
may deliberately purchase stock in a 
national bank, dictate the policy of the 
national bank, accept dividends for 
years, and escape all liability when the 
national bank becomes insolvent, is an 
evil imperatively calling for a remedy, 
and unless corporations are prohibited 
from owning stock in a national bank, 
the law should be amended making cor- 
porations liable to assessment the same 
as individuals. 

Section 5 of the Act of July 12, 
1882, provides the means by which dis- 
senting shareholders may withdraw. It 
is defective, lowever, in that it provides 
no means of compelling directors to act 
promptly and within a reasonable time 
in the appointment of a committee of 
appraisal and settlement with with- 
drawing shareholders. This should be 
remedied by requiring the directors to 


act within thirty days from the date of 
notice of the desire of dissenting share- 
holders to withdraw. 

The dishonest practice by officers of 
national banks of receiving personal 


compensation for loans made by the 
bank is an evil that should be stopped. 
Either the bank is defrauded of lawful 
interest which it would. otherwise re- 
ceive or usurious interest is exacted of 
a borrower by the corrupt officer. A 
secret reward to the officers is sometimes 
a deliberate bribe for obtaining a loan 
on insuflicient security. 

The taking or accepting of money or 
other valuable thing from a borrower 
by any officer of a national bank for 
his own personal use as a reward, in- 
ducement or consideration for obtaining 
the loan from the bank of which he is 
such officer, should be made an offense 
punishable by imprisonment in the peni- 
tentiary. 

Of course, it is well understood that 
this criticism applies to very few bank- 
ers; but those who are guilty ought to 
be driven out of the national banking 
system. 
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STaTuTeE oF LimitTations IN RELATion 
To CRIMINAL OFFENSEs. 


Many criminal offenders against the 
national banking laws have escaped 
just punishment by reason of the stat- 
ute of limitations. Criminal proceed- 
ings under these laws are barred by sec- 
tion 1044 of the Revised Statutes of 
the United States, applicable generally 
to crimes against the United States, and 
limiting the time within which prosecu- 
tions must be commenced to three years 
after the commission of the offense. 
Crimes committed by officers and em- 
ployees of -national banks differ from 
other crimes against the United States 
in the ease with which they can be con- 
cealed by the criminal himself. No of- 
ficer or employee of a national bank is 
so foolish as to misappropriate its funds 
without giving simultaneous attention 
to the book entries. These are usually 
under his control, and the prolonged 
concealment of the crime is not difficult. 
A skillful bookkeeper is often able to 
baffle the most expert examiners. In 
numerous instances both misapplica- 
tions of funds and fraudulent entries 
have been successfully concealed for 
many years. There is a practical diffi- 
culty in proving the exact time at which 
such crimes are discovered. They often 
come to light gradually. Beginning in 
suspicions frequently arising in differ- 
ent minds, they culminate at a later 
date in “discovery.” The difficulty of 
establishing at what time a crime of 
this nature was “discovered” is often 
not less than the difficulty of proving 
the commission of the crime, and the 
collateral issue is an unfair practical 
benefit to the accused in diverting the 
attention of the jury from the more 
material question of actual guilt. 

For these reasons an amendment, lim- 
iting the period within which prosecu- 
tions for violation of national banking 
laws must be instituted to a certain time 
after discovery of the crime, is not 
deemed advisable. The period for 
prosecution of offenses against the Na- 
tional Bank Act should be extended to 
ten years after the commission of the 


offense. 





the 
aped 
stat- 
eed- 
sec- 
s of 
ally 
and 
ecu- 
ears 
nse. 
em- 
rom 
ates 
vcon- 
of- 
k is 
inds 
tion 
ally 
ged 
‘ult. 
> to 
In 
ica- 
ries 
for 
iffi- 
‘ich 
ten 
- in 
‘er- 
iter 
of 
of 
ten 
ing 
the 
cal 
the 


PROGRESS OF THE NATIONAL BANKING SYSTEM 271 


ApMINISTRATION OF AFFAIRS OF BANKS 
IN LIQUIDATION. 


When a_ national tank has_ been 
placed in voluntary liquidation the set- 
tlement of its affairs devolves by law 
upon its shareholders. No reports are 
required by law to ke submitt«d to this 
office and the Comptroller has no con- 
trol over the liquidation. The National 
Bank Act contains no provision giving 
the specific manner in which the affairs 
of a national bank shall ke liquidated, 
and no reference is made in the law to 
the appointment of an agent or trustee 
in liquidation, except when a national 
Lank has been placed in the hands of a 
receiver and the claims of all creditors 
other than shareholders have been sat- 
isfied. Quite frequently the sharehold- 
ers in voting to place the bank in 
liquidation also appoint a liquidating 
agent or committee, whose powers are 
not always clearly defined. The United 
States Circuit Court of Appeals has held 
that while no such office as an agent in 
liquidation was known to the statutes, 
yet it was one that had long been recog- 
nized as permitted by law. 

In order to make up for this defi- 
ciency in the law, as best we might by 
good administration, we now require the 
following points to be covered by the 
stockholders in the form of resolutions 
passed when the bank is voted into vol- 
untary liquidation, namely, that a 
liquidating agent or liquidation commit- 
tee be appointed; that liquidation shall 
te conducted in accordance with law 
and under the supervision of the board 
of directors, who shall require a suit- 
able bond to be given by the said agent 
or committee in an amount to be fixed 
by the board of directors; that the said 
liquidating agent or committee shall 
render quarterly reports to the Comp- 
troller of the Currency on the first of 
January, April, July and October of 
each year, showing the progress of said 
liquidation, until said liquidation is com- 
plted; that said liquidating agent or 
committee shall render an annual re- 
pert to the shareholders on the date 
fixcd in the articles of association for 
Sai annual meeting, at which meeting 


the shareholders may, if they see fit, 
by a vote representing a majority of 
the entire stock of the bank, remove the 
liquidating agent or committee and ap- 
point another in place thereof; that a 
special meeting of the shareholders may 
be called at any time in the same man- 
ner as if the bank continued an active 
bank, and at said meeting the share- 
holders may, by a vote of a majority of 
the stock, remove the liquidating agent 
or committee; that the Comptroller of 
the Currency is authorized to have an 
examination made at any time into the 
affairs of the liquidating bank until the 
claims of all creditors have been satis- 
fied, and that the national bank exam- 
iner will be compensated for his time 
and expenses in making the examination 
in question. 

It is questionable, however, whether 
the shareholders have the power to oust 
all the offcers of the bank and substi- 
tute in their place the liquidating agent 
or committee. One decision not report- 
ed, rendered by Judge Lacombe of the 
United States Circuit Court of the 
Southern District of New York, in 
1899, is good authority for the princi- 
ple that the vote to liquidate and the 
appointment of a committee by the 
shareholders to liquidate the bank will 
not divest the directors of their general 
power and control over the management 
of the bank. 

There has been a great deal of con- 
troversy as to the authority, respective- 
ly, of the agents and directors, and the 
ruling above referred to, which is not 
reported, is the only decision on the 
subject. The law should be amended 
so as to place the liquidation entirely 
in the hands of the shareholders; au- 
thorize them to elect a liquidation agent 
or committee, said agent or committee 
to carry on the liquidation in accord- 
ance with law, and any special instruc- 
tions that the shareholders may author- 
ize. The agent should be required to 
render quarterly reports to the Comp- 
troller, showing the process of liquida- 
tion, and the Comptroller be authorized 
to have the bank examined as often as 
he shall deem it necessary. This in- 
sures a proper supervision over the 
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liquidation to prevent the assets being 
dissipated by the parties in charge, as 
has sometimes happened in the past. 
The agent should be compelled to sub- 
mit a statement at the annual meeting 
of the shareholders and the sharehold- 
ers have the right at that meeting to 
remove him if they see fit, and the 
Comptroller be authorized to call a spe- 
cial meeting of the shareholders at any 
time upon request of twenty-five per 
cent. of the shareholders. The only ad- 
ditional authority conferred upon the 
Comptroller by this section would be 
that of examining a bank in liquidation 
and of calling a special meeting of 
shareholders on request of twenty-five 
per cent., as hereinbefore stated. The 
Comptroller now has the right to ap- 
point a receiver for a bank in liquida- 
tion and the clause requiring the 
liquidating agent to file a statement 
showing the process of liquidation 
would enable the Comptroller to have a 
clear understanding at all times of the 
condition of the liquidating association 
and to answer any inquiries or take any 


steps that may be necessary. 


CONSOLIDATION OF BANKs. 


The law recognizes the right of na- 
tional banks to consolidate, but fails to 
provide the course to be pursued. From 
the beginning of the national banking 
system the Comptrollers of the Curren- 
cy have held that to effect consolidation 
the liquidation of one of the banks in- 
terested and a contract entered into for 
the transfer of assets offsetting liabili- 
ties assumed is necessary. If share- 
holders’ interests are to be continued, 
it becomes necessary for the absorbing 
bank to authorize an increase of capi- 
tal and for’ its’ shareholders to 
waive their rights to _ partici- 
pate in the increase, in order that 
the increased stock may be sold to those 
interested as _ stockholders in the 
liquidated association. This waiver is 
often difficult, if not impossible, to ob- 
tain, and in every case requires a per- 
sonal appeal to each _ shareholder. 
Where the waiver is not unanimous the 
stock interests of all cannot be properly 
conserved. 


The law should be amended in such 
manner as to permit the board of di- 
rectors of two national banks to enter 
into an agreement for consolidation, 
prescribing the terms and conditions 
therefor and the method of carrying 
into effect. The law should further 
provide that this agreement shall be 
submitted to the shareholders of each 
of the banks, and if such agreement 
shall be ratified by a vote of sharehold- 
ers of each national bank representing 
at least two-thirds of the stock, con- 
solidation shall be in force and effect 
when formally approved by the Comp- 
troller of the Currency. It should also 
provide that the combined capital of 
the national banks to be consolidated 
shall be the capital of the continuing 
national bank, and the latter shall re- 
quire the surrender of the certificates 
of stock held by each shareholder in 
the closed national bank and issue in 
lieu thereof its own certificates. There 
has been but one consolidation in this 
manner since the passage of the Na- 
tional Bank Act and that one required 
a special act of Congress. 


Bank SvPERVISION SHOULD BE Im- 
PROVED. 


The office has always had in its ser- 
vice some exceedingly able men as ex- 
aminers and the force is now, taken as 
a whole, an effective working organiza- 
tion; but national bank examinations 
and national bank supervision are far 
from what they ought to be. The 
Comptroller must have power to correct 
evils that are reported to him, and the 
bank examiners must be placed on some 
basis of pay whereby they can stay in 
the bank long enough to determine the 
exact condition in al] its ramifications, 
and then the Comptroller must have the 
power to force a correction of these bad 
conditions and not be placed in the po- 
sition, as he often is now, of being sim- 
ply a common scold, with no law giving 
him power to correct the things that he 
is scolding about. When we have the 
administrative features of the National 
Bank Act as it is at present smoothed 
out so that the law can be administered 
from an administrative standpoint with 
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less difficulty than now; when we have 
national bank examiners paid on a 
basis so they can make an examination 
that the Comptroller, the stockholders 
and the depositors may rely on, and 
when we have the Comptroller vested 
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with sufficient power to correct bad 
conditions when they exist and to stop 
bad tendencies when they first show, 
the national banking system will then 
enjoy the confidence of the public 
which it so richly deserves. 


Fifty Years of the National Banking 
System 


By Cuartes A. Conant, AutHor or “A History or Mopern Banks orf Issue.” 


|= evolution of the national bank- 

ing system was, in the opinion of 
its creators, an inevitable necessity of 
the Civil War. The system was hard- 
ly in full operation until the war was 
nearly over, but it afforded an outlet 
for the large issues of bonds which 
were required to meet the war ex- 
penses. It is a curious fact, in view of 
recent currency discussions, that the 
Hon. E. G. Spaulding of Buffalo, N. 
Y., who had a large part in the enact- 
ment of the measure, saw in it a pos- 
sible opening for the creation of one or 
more strong institutions having the 
character and influence of the Bank of 
England. He said, in his speech on 
the passage of the bill in the House 
on February 19, 1863 :* 


A banking association of $100,000,000 
capital, all paid in by wealthy individuals, 
and firmly established in the City of New 
York, and acting as the fiscal agent of the 
Treasury Department, would be a most 
valuable support to the credit of the Gov- 
ernment. It might be made a depository 
for all the public moneys in that city. It 
might receive the public moneys derived 
from loans, from customs and_ internal 
taxes, and disburse all these moneys to the 
creditors of the Government. * * * The 
Bank of England is a striking example of 
the combined power of public authority and 
private influence in sustaining the credit of 
the Government. We may safely profit by 
this example. This bank has been the chief 


“History of the Legal Tender Paper Money 
Tes: d During the Great Rebellion,” Appendix, 


agent in sustaining the British Government 
in the long and exhausting wars in which 
she has been engaged. 

Further on it was suggested by Mr. 
Spaulding that “if there had been es- 
tablished years ago a sound national 
bank of $200,000,000 capital, which 
had been in full operation as the fiscal 
and financial agent of the Government 
at the time of the breaking out of the 
present rebellion, what a mighty sup- 
port it would have been in sustaining 
the Government at the present time!” 

The evolution of the national bank- 
ing system, however, was not at that 
time to follow the direction of a cen- 
tral organism. The question was a se- 
rious one what attitude should be taken 
towards the new system by the exist- 
ing State banks whose capital of $430,- 
000,000 was, in proportion to popula- 
tion and wealth, practically equal to 
that of the national banks to-day. 
There was one essential difference, how- 
ever, between banking at that time and 
at present. It was done more largely 
with capital than with deposits. The 
extension of the deposit system, which 
is the wonder of modery banking in ad- 
vanced civilized countries, especially in 
America and Great Britain, had then 
just begun. The deposits of State 
banks, with their $430,000,000 capital, 
were only $258,000,000. Of this cap- 
ital about $110,000,000 was in the se- 
ceded States. 





Satmon P. Cuase 
BORN JANUARY 13, 1848; prep may 7, 1873 


U'THOR of the national banking system, officially proposed in his report for 
1861. Mr. Chase was United States Senator from Ohio 1849-1855; Governor 

of Ohio 1855; United States Senator 1861; Secretary of the Treasury 1861- 
1864; Chief Justice United States Supreme Court 1864-1873. He delivered the 
opinion of the court in Hepburn vs. Griswold, holding that Treasury notes were 
not a legal tender in payment of debts contracted prior to the passage of the 


act providing for their issue—a decision afterwards reversed by an enlarged 
court. Few finance ministers have conducted such large transactions as Secretary 
Chase handled during the Civil War. Out of these accrued no personal advan- 


tage, and he died comparatively poor. 
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OrIGINS OF THE NATIONAL System. 


The suggestion for a new banking 
system came from Secretary Chase in 
his first annual report in December, 
1861. The Secretary, in this document, 
declared himself against the issue of 
legal-tender paper, because, in his 
judgment, the possible disasters “‘so far 
outweigh the probable benefits of the 
plan, that he feels himself constrained 
to forbear recommending its adoption.” 
The alternative plan which he recom- 
mended was outlined as follows: 

Its principal features are, first, a circu- 
lation of notes bearing a common impres- 
sion, and authenticated by a common au- 
thority; second, the redemption of these 
notes by the associations and _ institutions 
to which they may be delivered for issue; 
and, third, the security of that redemption 
by the pledge of United States stocks, and 
an adequate provision of specie. 


The Secretary declared that the pro- 
posed notes would, in his judgment, 
“form the safest currency which this 
country has ever enjoyed; while their 
receivability for all Government debts, 
except customs, would make _ them, 
wherever payable, of equal value as a 
currency in every part of the Union.” 

In pursuance of these recommend 
tions, Mr. Spaulding was one of those 
who set to work to draft a bill. It 
soon developed, however, that such a 
bill could not be passed and become 
operative in season to meet the imme- 
diate needs of the Treasury for carry- 
ing on the war. Mr. Spaulding, there- 
fore, drafted a section providing for 
legal-tender Treasury notes, which 
was at first intended only as a “rider” 
to the bank bill and a more or less tem- 
porary makeshift. The pressure for 
weney, with the expenses of the war 
running at an average of $2,000,000 
per day, soon compelled the entire 
abandonment of the banking bill for 
the tune being end the passage of the 
provision for Treasury notes as a sep- 
arate measure. The road of fiat paper 
proved so smooth and easy that fur- 
ther consideration of the banking bill 
went over for a year and new cmer- 
gencies were met by the infusion of 
fres! masses of paper into the circula- 


iion—now depleted by the flight of 
gold across the ocean and the retire- 
ment of the notes of the sounder 
banks. The dismal story of the green- 
backs—how they robbed the poor by 
rising prices while wages lagged be- 
hind, and how they robbed the thrifty 
during the period of declining prices 
when contracts made in paper had to 
be fulfilled in a_ steadily growing 


amount of gold—there is not space nor 
occasion to tell further in this article. 
The national banking bill was finally 
brought into Congress and became law 
on February 25, 1863. 


BrINGING IN THE STATE BAnks. 


The growth of the new system was 
at first slow, by reason of certain de- 
fects of detail and the fact that the 
provision for crushing out the circula- 
tion of the State banks by the ten per 
cent. tax was not yet operative. On 
July 1, 1864, after the act had been 
amended in March, 1864, the sum of 
only $25,825,695 had been issued in 
national bank notes; and on April 22, 
1865, shortly after the surrender of 
General Lee at Appomatox, the whole 
amount of such circulation was only 
$148,927,975. As Mr. Spaulding de- 
clares, “all the channels of circulation 
were well filled up with the greenback 
notes, compound-interest notes-and cer- 
tificates of indebtedness, to the amount 
of $700,000,000, before the National 
Bank Act got fairly into operation.’’* 

It was not at first clear whether thie 
existing State banks would enter the 
national system or would continue to do 
business under their old charters. Sev- 
eral objections were made by the banks 
to the new system, some of which were 
removed, however, by the supplemen- 
tary act of June 3, 1864. As set forth 
by Hugh McCulloch, who became the 
first Comptroller of the Currency under 
the new law, there was apprehension 
that the national system, with its cir- 
culation based on bonds, might prove 
to be a repetition of the free banking 
system of certain Western States, where 
the circulation was secured by State 





* Ibid, p. 188. 
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and local bonds, which had proved al- 
most worthless. Another objection was 
that the interests of the banks under 
the national system would be so identi- 
fied with the interests of the Govern- 
ment, and their credit so interwoven 
with the public credit, that they would 
be ruined if the integrity of the Union 
should not be preserved. A third dan- 
ger was the fear of hostile legislation 
by Congress to which the banks might 
be exposed if the banking organization 
of the country was centralized under 
Federal control. Mr. McCulloch says 
in his memoirs: “I had no great diffi- 
culty in satisfying the bankers with 
whom I had personal interviews or 
correspondence that three of these ob- 
jections were unsubstantial.”* 

There was a further objection, how- 
ever, which appealed very strongly to 
the banks with a long record of sound- 
ness and public favor. It was required 
by the original act that any bank en- 
tering the national system must be 
named according to a number, and 
many banks still bear the names thus 
assumed, as “First National,” ‘‘Fourth 
National,” and so on. Many old banks 
objected to sinking their identity in a 
number. This objection was remedied 
in the act of 1864 by permitting them 
to retain their old titles with the addi- 
tion of the word “national.” “When 
this concession was made,’ says Mr. 
McCulloch, “they came into the nation- 
al system with a rush—Boston, as is 
her wont in all enterprises, taking the 
lead.” 

The largest bank in the country at 
that time was the Bank of Commerce 
in New York, which had a paid-up cap- 
ital of $10,000,000, with a right to in- 
crease the amount to $50,000,000. It 
was thought that with so large a capi- 
tal, this great corporation might prove 
a formidable rival to the national 
banks. The Bank of Commerce had 
been in existence twenty-six years and 
its charter privileges were to con- 
tinue until 1889. Its deposits were 
$15.419,000—a large amount in those 
times to be concentrated in single 
hands. In order to draw the bank into 
the national system a provision was in- 
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corporated in the act of 1864, relieving 
from the double liability of sharehold- 
ers banks already in existence having a 
capital of not less than $5,000,000 and 
a surplus of twenty per cent..in addi- 
tion to that required by the National 
Bank Act. The only bank in the coun- 
try which this clause fitted was the 
Bank of Commerce in New York, which 
promptly entered the national system 
and rendered important services to the 
Treasury Department during the rebel- 
lion, some of them of an extremely con- 
fidential character.+ 

Tue Cxivus or THE TEN Per Cent 
Tax. 


It was the coercive pressure of the 
ten per cent. tax on circulation which 
effectually supplemented the gentle per- 
suasion of the act of 1864 in bringing 
State banks into the national system. 
Secretary Chase, in his report for 1861, 
suggested the possibility of taxation; 
but the suggestion was not acted upon 
until after Comptroller McCulloch, in 
his report for 1864, recommended tax- 
ation “‘which should be sufficient to ef- 
fect the object without being oppres- 
sive.” The response of Congress to 
this mild suggestion was a provision in 
the Revenue Act of March 3, 1865, im- 
posing a tax of ten per cent. per annum 
upon the circulation of State banks 
paid out by them after July 1, 1866.} 
The State banking systems were soon 
reduced by this measure to a minor 
factor in the banking hierarchy, only to 
regain their importance many years 
later in certain States, when the grow- 
ing wealth of the country required 
greater diversification in the types of 
institutions required for carrying on its 
business. There was still in circula- 
tion in State bank notes on July 1, 
1865, the sum of $146,137,860; but the 
amount had fallen on July 1, 1866, to 


*Men and Measures of Half a Certr) P 
168. 
+ Schucker’s “Life and Public Services of Sal- 


mon P. 

t For the details of supplementary legis 
see the author's “History of Modern Banks of 
Issue,” G. P. Putnam's Sons, New York, Fifth 
Edition, pp. 412-13. 
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$19,996,163, and soon after practically 
disappeared. The rapidity with which 
the national system grew during the 
first few years after its inauguration, 
appears in the table presented here- 
with. 
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beginning of 1870 down to the spring 
of 1878, the deposits in national banks. 
increased less than eleven per cent., 
and the increase in total banking re- 
sources was not materially greater. The 
paralyzing grip of falling prices, re- 


Earty DeveLopMENT OF THE NATIONAL System. 


July 
duly 
July 


The transition from the State sys- 
tems to the national system was prac- 
tically completed by the spring of 1866 
and the growth in number of banks was 
negligible down to the year 1871, when 
some further increase occurred. 


Errect oF Monetary CoNTRACTION 
AND EXPANSION. 


The history of the national banking 
system is in a measure, especially dur- 


Number 
of banks 


1,294 
1,634 


Individual Total 
Capital deposits resources 
—(In thousands of dollars) 
$14,740 $19,450 $37,630 
75,213 119,414 252,273 
325,834 398,357 1,126,455 
414,270 533,338 1,476,395 


139 
467 


sulting from raising the gold value of 
the paper dollar from sixty-five cents 
to 100 cents, caused an almost unin- 
terrupted decline in real estate values, 
impaired the value of the profits de- 
rived from active commercial business, 
and checked new enterprises. The 
manner in which these conditions stifled 
banking expansion, while population 
was increasing twenty-five per cent., is 
indicated in the accompanying table. 


Tue Periop or BANKING STAGNATION. 


Date. 


Jan. 
Feb. 
eb. 
Mar. 
Mar. 
Feb. 


ing its first three decades, an epitome 
of the financial development of the 
country. The figures of banking 
growth reflect, under intelligent exam- 
ination, the influence of the monetary 
and industrial changes through which 
the nation was passing in its troubled 
gropings back from irredeemable pa- 
per towards a sounder system of 
finance. The period from 1866, when it 
was decided to return to the gold basis 
at the old value of the dollar, down to 
the actual attainment of specie resump- 
tion on January 1, 1879, was a period 
of contraction and arrested develop- 
ment. For the eight years from the 


Number 
of banks 


| rere rey ere te err rT 2,061 


Individual Total 
Capital deposits resources 
(In thousands of dollars) 
$426,074 $546,236 $1,546,261 
464,081 593,645 1,719,415 
490,859 595,350 1,808,500 
504,818 620,674 1,834,369 
473,952 602,882 1,729,465 
454,548 848,926 2,038,066 


Very different was the character of 
banking development after the pressure 
of acute monetary contraction was re- 
moved—first, by the return of gold into 


circulation after specie resumption; 
secondly, by the silver legislation of 
1878 and 1890; and, thirdly, by the 
great outpouring of gold from the 
mines which began to attain momen- 
tum in 1893. How rapidly national 
banking deposits and resources as 
stated in dollars have swelled under the 
influence of Rese forces is shown by 
the figures, given herewith, taken at 
ten-year intervals from 1872 to 1912. 





eLpRIDGE G. SPAULDING 
BORN FEBRUARY 24, 1809; piED may 5, 1897 


AN the request of Secretary Chase, Mr. Spaulding drew up a bill to carry out 
the suggestions made in the Secretary’s annual report proposing the estab- 

lishment of institutions to issue a national currency on the pledge of public 
stocks. This bill contained also a provision for the issue of Treasury notes. 
Becoming convinced that the national banking bill could not be enacted without 
a delay which might be damaging to the Union cause, Mr. Spaulding withdrew 
it, and introduced the legal-tender section as a separate measure. He thus be- 
‘ame popularly known as “The Father of the Greenbacks,” but he was not a 
believer in Government money in ordinary times. He declared that “The wit 
of man, during the last hundred years, has not been able to contrive any method 
by which a paper curf€ncy can be circulated at par with gold unless it can be 
conveniently converted into gold on demand.” 
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NATIONAL BANKING Expansion BY DECADEs. 


Number Individual Total 


Date. 


June 

July 

July 

July 

June 

MoveMENT or Bank Norte Circvuta- 
TION. 


Reference has been made thus far to 
the influence of monetary changes upon 
general banking resources. Much more 
direct, it might be supposed, would be 
the influence of these forces upon the 
note circulation of the banks; but the 
movement of note circulation would 
prove an inextricable labyrinth to the 
investigator who was ignorant of the 
other forces which have come into play 
to divert the bank note from its nor- 
mal function of meeting commercial 
needs and converted it into a somewhat 
warped mirror of the price of United 
States bonds. 

Prior to the Civil War bank notes 
formed an important constituent in the 
aggregate currency of the country. The 
maximum attained in proportion to to- 
tal circulation, according to the reports 
of the Comptroller of the Currency, 
was 75.06 per cent in 1832, and 74.90 
per cent. in 1833, just before the out- 
break of Jackson’s war on the United 


of banks 


Capital 
(In thousands of dollars)—— 
$170,543 $618,801 $1,770,837 
477,184 1,066,707 2,344,342 
684,678 1,753,339 3,493,794 
701,990 3,098,875 6,008,754 
1,033,570 5,825 A461 10,861,763 


deposits resources 


States Bank. The percentage declined 
considerably during the next decade 
and stood in 1843 at 39.39 per cent. 
There were increases in this ratio at 
intervals, but the panic of 1857 brought 
down the proportion to 37.38 per cent. 
in 1858, from which it rallied to 44.69 
per cent. in 1861. The estimated to- 
tal steck of money at that time was 
$452,005,767, of which $202,005,767 
was in bank notes. 

The part played by the notes of the 
national banks in the total circulation 
approached the ratio of forty-one per 
cent. after the complete substitution of 
the notes of national banks for those 
of the State banks in 1867, and re- 


tained nearly this position until 1878. 
After that date the bank note fell to a 
subordinate place in the total stock of 
money and has remained in a subordi- 


nate place until the present time. The 
accompanying table will serve as a basis 
for the analysis of changes in the bank 
note circulation from 1864 down to the 
present time. 


Ratio or Bank Nores to Tora Money. 


Total money in 
United States 


October 31: 


Per cent. of 
bank notes 


8.33 


Bank notes 


June § 
1878 
18s0 
ISs5 


188 


$705,588,067 
754,430,711 
723,940,094 
798,273,509 


789,790,976 
1,185,550,327 
1,537,926,771 
1,691,435,027 
1,685,123,429 
1,819,359,557 
2,073,574,442 
2,339,700,693 
2,883,109,864 
3,419,591,483 
3,693,221 586 


$58,813,980 
293,086,959 
301,859,275 
343,176,018 


$24,514,284 
$44,505,427 
319,069,932 
252,362,321 
185,970,775 
211,691,035 
227,900,176 
309,640,443 
495,719,807 
713,430,733 
749,348,859 


38.85 
41.70 
42.99 
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The proportion of notes of national 
banks to the total monetary stock 
reached its maximum in 1873, when 
the ratio on June 30 was 44.87 per 
cent. During the period from the 
close of the Civil War up to the pas- 
sage of the Bland Silver Act on Febru- 
ary 28, 1878, there was practically no 
mode of expanding the circulation to 
mect the growth of the country except 
by the issue of bank notes. The con- 
tinued suspension of specie payments 
prevented the circulation of gold, and 
the increase in the volume of Govern- 
ment notes was checked by the Resump- 
tion Act, which prohibited additional 
issues. 


INFLUENCE OF SILVER INFLATION. 


The burden of meeting the needs of 
the country for currency was shifted 
from the banking system to the precious 
metals, first, under the Bland Silver 
Coinage Act, and, after resumption on 
January 1, 1879, by the appearance of 
gold in the circulation—or, at least, in 
bank reserves. The stock of currency 
nearly doubled during the seven years 
between 1878 and 1885, while the bank 
note circulation, remaining substantial- 
ly stationary in amount, fell in its ra- 
tio to all forms of currency from 41.09 
to 20.75 per cent. 

The Bland Act provided for the pur- 
chase by the Secretary of the Treasury 
of not less than $2,000,000 nor more 
than $4,000,000 worth of silver bullion 
monthly and its coinage into silver dol- 
lars. The Sherman Act of July 14, 
1890, which superseded the Bland Act, 
provided for the purchase by the Secre- 
tary of the Treasury monthly of four 
and a half million ounces of silver bul- 
lion at the market price and the issue 
therefor of Treasury notes, redeemable 
on demand in coin. These two acts 
added to the circulation $534,097,795 
in currency based upon silver. Prior to 
the act of 1890, the coinage infused 
into the circulation under the Bland 
Act seemed, in spite of the misgivings 
of the opponents of silver, to be prac- 
tically absorbed by the growth in the 
business of the country. The addi- 
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tional infusion of the white meta! 


caused by the Sherman Act, however, 
contributed to the rapid expulsion of 
gold and compelled President Cleveland 
to summon the extra session of Con- 
gress which finally, in November, 1893, 
further purchase of 


suspended the 
silver. 

. Already, as early as 1875, the amount 
of bank note circulation was influenced 
as much by the price of United States 
bonds as by the demands of the coun- 
try for a medium of exchange. When 
the bonds were first issued, public 
credit was so low that the banks had 
no difficulty in obtaining them at or 
near par and derived a fair profit from 
the interest on them as well as from 
lending the notes themselves. Down 
to the refunding act of 1877, practical- 
ly the whole of the public debt was in 
bonds paying five and six per cent. 
With the improvement of public credit, 
it became possible to issue bonds at 414 
per cent. and subsequently at four per 
cent., while the old bonds sold at a 
premium based upon their higher re- 
turn to the investor. To sell the old 
bonds for currency as the date of specie 
resumption approached involved not 
merely the realization of the premium 
but payment: in a form of currency 
which was rapidly appreciating in gold 
value. As bonds were sold by the 
banks, circulation declined considerably 
between 1875 and 1878, and even a 
slight increase in 1880 was far from 
being proportionate to the increase in 
the total stock of money. 


INFLUENCE OF CHANGES IN THE PUBLIC 
Dest. 


The bank note circulation was sub- 
jected to peculiar vicissitudes between 
1885 and 1900, attributable in part 
perhaps to the addition of silver to the 
circulation, but due more directly to 
the state of the bond market and cer- 
tain legislation passed by Congress. 
The decrease of the bonded debt of 
the country from $1,639,567,750 on 
June 30, 1881, to $585,029,330 on June 
30, 1892, narrowed the market supply 
of bonds and carried the price of out- 
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standing issues to a high premium. 
The four per cent. bonds due in 1907, 
which sold at 102% in June, 1879, 
stood in June, 1889, at 129%; and the 
stock of other types of bonds had 
nearly disappeared, or was about to do 
so, under the purchases of the Treas- 
ury Department for the sinking fund 
and the maturity of the three per cents. 
in 1891. 

The tendency of the national banks 
to dispose of their bonds at a premium 
carried down the active circulation even 
more than appears in the figures of the 
gross circulation outstanding. From 
$165,205,724 on January 1, 1888, the 
circulation secured by bonds fell to 
$127,742,440 on January 1, 1890, and 
the amount of lawful money on hand on 
the latter date, paid into the Treasury 
to retire outstanding notes when they 
should come in for redemption, was 
$69,487,965. The lowest bond-secured 
circulation at the beginning of any 
month was on November 1, 1890, when 
the amount was $124,958,736. 

Obviously, at this time the national 


banking system was not performing ef- 
fectively the mission of providing cur- 
rency; but several influences contrib- 
uted after the panic of 1893 to revive in 
some measure this atrophied function. 
The first was the desperate, but tardy 
effort, to issue notes to overcome the 


currency famine which marked the 
panic. The circulation secured by 
bonds was whipped up from $151,900,- 
919 on July 1, 1893, to $188,016,228 on 
November 1, 1893, the circulation in 
process of retirement by the deposit of 
lawful money remaining substantially 
unchanged in amount at about $21,- 
000,000. A decline again set in as the 
banks found it profitable to market 
their bonds, which carried the secured 
circulation down on February 1, 1895, 
to 175,674,250. Already, however, 
one of three factors had come into oper- 
ation, which were to greatly increase 
the note circulation within the next fif- 
teen years. These factors were: _ 


1. The issue of $100,000,000 in five 


per cent. bonds and $162,315,300 in 
four per cent. bonds in 1894, 1895 and 
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1896, to meet the Treasury deficit and 
maintain the gold standard. 

2. The issue of $198,678,720 in 
three per cent. bonds in 1898 to meet 
the expenses of the war with Spain. 

3. The refunding provisions of the 
act of March 14, 1900, which permit- 
ted the conversion of old issues of 
bonds into two per cent. bonds running 
for thirty years, at rates which enabled 
the banks to obtain a larger note cir- 
culation upon the investment of a given 
amount of capital in bonds. 

It was only the last of these factors 
which produced striking effects. The 
amount of circulation secured by bonds 
stood, on January 1, 1900, at only 
$209,759,984, and the total bank note 
circulation outstanding at only $246,- 
277,222. But, under the operation of 
the conversion project of 1900, before 
the new law was four months old, on 
July 1, 1900, the outstanding volume 
of two per cent. bonds (exclusive of 
the old three per cents. which had been 
continued at two per cent.) was $307,- 
125,350, and the total bank note circu- 
lation was nearly fifty per cent. higher 
than five years before. This stimulus 
has continued to be felt up to the pres- 
ent time. The bank note circulation 
has risen to an amount nearly equal to 
the total circulation of the country in 
1870; but the great accretions to the 
gold stock have so increased this total 
as to keep the proportion of bank note 
circulation in a subordinate place. 
Smatt Banks AND THE Ratio oF 
FaiLures. 


One of the provisions of the law of 
1900 which contributed, along with the 
refunding of the bonds, to increase 
bank note circulation was the authority 
to create small banks. The minimum 
of required capital in small communi- 
ties, which prior to this law had been 
$50,000, was reduced to $25,000. The 
result was not merely the creation of 
many new institutions in the South and 
West, but the entrance of many State 
and private banking establishments of 
small capital into the national system. 
Between the date of the Act of March 
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Fy of the House of Representatives from Ohio 1854-1861; United 
States Senator 1861-1877; Secretary of the Treasury 1877-1881; United 

States Senator 1881-1897; Secretary of State 1897-1898. Mr. Sherman in- 
troduced the national banking bill in the Senate, January 26, 1863, and was 
instrumental in securing its passage. He was the author of the act of 1875 for 
the resumption of specie payments and as Secretary of the Treasury assisted in 
carrying out the provisions of that act. Mr. Sherman during a great portion of 
his public career was considered one of the country’s foremost authorities on all 
matters relating to banking and currency. 
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14, 1900, and October 31, 1912, the 
whole number of national banks organ- 
ized was 5,021, of which 3,196, with 
aggregate capital of $83,320,500, were 
organized with a capital of less than 
$50,000 each. Of these small banks 
1,409 represented the conversior. or re- 
organization of existing institutions. 
While many of the small banks, in view 
of the pressure upon the bond market, 
took only the minimum amount of bonds 
required by law to secure circulation, 
they contributed, along with the new 
banks of larger capital, to swell con- 
siderably the total bank note circula- 
tion. The national banks of all types 
actually in operation, after eliminating 
those which disappeared by merger or 
liquidation, showed the accompanying in- 
creases in number, capital stock and 
circulation, under the act of 1900. 


Recent DEVELOPMENT ¢ 


Date 
January 
January 
January 
January 
January 
January 
January 
January 


It was believed by some that the ad- 
mission of banks of small capital to the 
national system would tend to weaken 
the general structure and increase, at 
least in some small degree, the ratio of 


failures. The contrary proved to be 
the case. It does not follow perhaps 
that the small banks proved stronger 
than the larger ones, because many new 
measures have been adopted by the 
Comptroller of the Currency in recent 
years for increasing effectiveness of su- 
pervision and safety of management. 
The figures seem to show, however, that 
the small banks are at least as robust 
in constitution as their bigger brethren. 

The whole number of national banks 
put in the hands of receivers from 
April 14, 1865, to October 31, 1912, 
was 525, but of these twenty-five were 
restored to solvency. The number of 
insolvent banks down to October 31, 
1900, was 368, or an average of about 
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10.2 per year. The number during the 
twelve years ending October 31, 1912, 
was 132, or eleven per year. It must 
be considered, however, that the num- 
ber of national banks and their aggre- 
gate capital in 1912 were many times 
greater than during the early years of 
the system and about twice as great as 
in the year 1900. A true average, 
therefcre, would show that the ratio of 
failures and losses to banking capi- 
tal and resources during the past 
twelve years has been much less than 
during the earlier history of the na- 
tional system. Of the 500 banks which 
have been liquidated through receiver- 
ships, the affairs of 478 had been set- 
tled prior to October 31, 1912. The cap- 
ital of these insolvent banks was $78,- 
340,920 and the amount paid in divi- 
dends was $122,060,521, on claims 


System. 


No. of banks 
3,606 
4,337 
5,184 
5,898 
6,675 
7,054 
7,340 


Capital 
$608,558,045 
670,164,195 
767,567,095 
818,482,075 
912,369,775 
966,406,925 
1,033,302,135 
1,052,880,175 


Circulation 
$246,277 222 
360,289,726 
425,163,018 
540,914,347 
690,130,895 
708,192,111 
740,603,187 
750,972,246 


proved amounting to $160,201,795. The 
ratio of dividends to claims proved was 
76.19 per cent. This ratio affords some 
test of the improvement in banking su- 
pervision, since it is several points high- 
er than the average dividends paid in 
earlier years. 

The banking structure was subjected 
to a severe test during the crisis of 
1907 and the period of liquidation 
which followed. Only seven banks 
failed, however, in 1907, with capitals 
of $775,000, and twenty-four, with ag- 
gregate capital of $5,560,000, in 1908. 
The banks placed in the hands of re- 
ceivers in 1909 were nine; in 1910, six; 
in 1911, three; and in 1912, eight. The 
aggregate capital for these last four 
years was $3,018,000—an average of 
$754,500, or less than one-tenth of one 
per cent. of the banking capital for 
the entire system. 
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Tue Revivat or State BANKING. 


It has already been indicated that the 
State banking systems were very 
largely absorbed into the national sys- 
tem when the tax of ten per cent. be- 
‘ame effective upon State bank note is- 
sues. At that time, immediately after 
the Civil War, the tendency still sur- 
vived to some extent from the days be- 
fore the war to do business with capi- 
tal and note issues rather than with de- 
posits. The great development in the 
use of checks, drafts and clearing meth- 
ods which had already made such 
strides in England, was making prog- 
ress in America, but there was not such 
a volume of business transactions as to 
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The State banks in existence in 1868. 
according to reports made to the Comp- 
troller of the Currency, were only 247, 
with a capital of $66,363,925. In 1874, 
six years later, although the data was 
admittedly incomplete, the Comptroller 
was only able to find State banks with 
total capital of $59,305,532 and total 
resources of $237,402,088. The devel- 
opment of State banking during the 
next decade was comparatively slow, but 
after 1882, it went on so rapidly as to 
make the State banks serious competi- 
tors in many fields with the national 
banks. The table herewith shows the 
growth in banks incorporated under 
State law at intervals of ten years from 
1882 to 1912. 


Growru or State BAnkKING. 


No. of 
banks 


cause the accumulation of liquid com- 
mercial funds in the banks which has 
been so striking a feature of banking 


history in recent years. Immediately 
after the war, banking was compara- 
tively simple in type where it was 
sound. The national banks were pro- 
hibited from making loans on real es- 
tate and their operations were confined 
chiefly to discounting promissory notes 
and commercial paper. The great de- 
velopment in the issues of bonds and 
shares by stock companies, which have 
furnished the basis for so large a por- 
tion of banking business during the 
past decade, had hardly begun. As di- 
versity in the form of the demands and 
uses for capital increased in the bank- 
ing world, the State banks were re- 
vived in certain States where their 
charters permitted a greater variety of 
business than was permitted to national 
banks, and the new financial engine of 
the trust company was created to do 
classes of business which the laws of 
neither the State nor the nation per- 
mitted to banks purely commercial. 


Total 


resources 


Individual 

Capital deposits 
(In thousands of dollars)— 

$91,808 $281,835 $438,834 

233,751 648,513 1,040,697 

276,991 1,698,185 2,309,358 

459 067 2,919,900 3,897,770 


The growth of trust companies has 
been even more phenomenal than that 
of State banks. Almost ignored in the 
banking reports up to a quarter of a 
century ago, they have come to repre- 
sent a concentration of power in the 
big cities which has sometimes caused 
impatience and resentment on the part 
of the national banks. In New York 
the trust companies, although represent- 
ing in some respects the most power- 
ful portion of the financial machinery, 
were for a long time under no legal obli- 
gation to carry cash reserves. The 
panic of 1907 revealed the weakness 
of this position, and after first submit- 
ting to a State law requiring reserves 
of five per cent. in cash, five per cent. 
on deposit in other banks, and five per 
cent. in securities, the leading trust 
companies finally bowed to the man- 
date of the clearing-house and agreed 
to carry the same reserves against de- 
mand deposits as are required from 
other banks which are members of the 


clearing-house. The growth of trust 
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companies in recent years throughout 
the United States is indicated by the 
figures given herewith. 
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This evolution has not yet been ac- 
complished in the United States. Di- 
versification of the forms of banking 


GrowTu or Trust ComPANIEsS 


No. of 
companies 


Year 


1885 
DS acne save herhecscavenemacouree 168 
1902 
1912 


RETROSPECT AND PROSPECT. 


The national banking system, stand- 
ing on the threshold of its second half- 
century, has much to look back upon 
with pride. While it has seen the pop- 
ulation of the country grow from about 
35,000,000 at the close of the war to 
96,500,000 at the present time—or 
nearly three fold—it has seen the num- 
ber of all classes of banking institu- 
tions expand from 2,000 in 1866 to 25,- 
195 in 1912—or more than twelve fold. 
It has seen the capital of banking in- 
stitutions in the United States swell 
from $500,000,000 to $1,952,000,000. 
It has seen the aggregate resources of 
these institutions expand from two 
thousand millions of dollars to twenty- 
five thousand millions of dollars. It 
has seen the monetary stock of the 
country increase from $754,000,000 in 
1866 to $3,648,000,000 in 1912. 

Inevitably, this expansion has 
brought great changes, both industrial 
and financial. It has brought concen- 
tration of power; growth has been in- 
tensive as well as extensive. In other 
nations also there has been industrial 
growth and financial expansion. In those 
nations there has been adaptation of the 
financial machinery to the new condi- 
tions. 


Gradually, every important State of 
followed Eng-* 


Furope has since 1875 
land and France in conferring super- 
vision over the money market upon a 
great central institution, holding in its 
hands the accumulated gold reserves 
of the country and dowered with the 
power to regulate the rate of discount 
ind the foreign exchanges. 


Total 
resources 


Individual 

Capital deposits 
(In thousands of dollars)— 

$26,428 $188,417 $248,389 

80,645 411,659 600,244 

179,732 1,525,887 1,983,214 

418,985 3,674,678 5,107,444 


there has been; concentration of great 
resources in the hands of certain in- 
stitutions has taken place, until it is 
charged that a few men in Wall Street 
control twenty-five thousand millions of 
capital, or one-fifth of the wealth of 
the country. Improvements in the 
monetary system have been made. 
Specie payments were resumed in 1879, 
and the gold standard was given the 
sanction of law in 1900. But the final 
step which has been taken in Europe— 
the concentration of gold resources 
and of the power to control the ex- 
changes—has not yet been taken in 
America. When practically every 
banking institution in the country sus- 
pended currency payments in 1907, and 
even great corporations were reported 
to be seeking to evade their promises 
to pay interest in gold on their obliga- 
tions, the Bank of France offered to 
come to the aid of the American mar- 
ket with its great stock of gold, if its 
loans could be guaranteed by a central 
banking institution, or by the Govern- 
ment of the United States. No such 
guarantee could be given, and _ the 
money came clumsily and _ slowly 
through the channel of English bank- 
ing-houses. 

That these conditions present an evil 
to be remedied has long been recog- 
nized. When an army is small, each 
man can carry on for himself a guerilla 
warfare for the protection of his native 
soil; but when guerilla companies swell 
into regiments and army corps, concen- 
tration of authority is required. The 
absence of such concentration in the 
American financial world brought hu- 
miliating experiences and enormous 
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IRST Comptroller of the Currency, and Secretary of the Treasury in the 
Administrations of Presidents Lincoln, Johnson and Arthur. Cashier and 
manager Fort Wayne branch State Bank of Indiana, and later president 

of its successor, the Bank of the State of Indiana. These institutions were 
among the soundest and best-managed of the State banks of issue which existed 
prior to the Civil War. Mr. McCulloch as Secretary of the Treasury began the 
payment and cancellation of the legal tender notes, but Congress interfered with 
this wise policy. As first Comptroller of the Currency, it was Mr. McCulloch's 
duty to organize the Comptroller's Bureau and to inaugurate the national bank- 
ing system. He justly ranks high in the country’s history both as a banker and 
financial administrative officer. 
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losses in 1893 and 1907. Following 
both crises, the community cried out for 
needed reforms. The Baltimore plan 
sprang from the American Bankers’ 
Association in 1894. It was followed 
by the plan of Secretary Carlisle for a 
wider power of note issue in the local 
banks, and by measures of bank note 
reform in Congress from Representa- 
tives McCleary, Fowler and Lovering. 

Then, on the eve of the panic of 
1907, came the recommendation of the 
New York Chamber of Commerce, that 
a central banking mechanism should be 
established to unify the mighty, but 
scattered, financial resources of the 
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country. Following the panic, the 
views of the Chamber of Commerce at- 
tracted wide attention and the princi- 
ple of a central banking mechanism re- 
ceived the weighty indorsement of the 
National Monetary Commission, after 
an exhaustive study of the development 
of banking throughout the world. Final 
action has not been taken, however, and 
the opportunity lies before the new ad- 
ministration to solve the problem of our 
financial organism in a manner which 
will place America where she belongs— 
in the forefront of the great commercial 
nations in the efficiency and security of 
her banking system. 


Customers Control Deposits 


RITING recently in the New 

York “Times” on banking topics, 
Hon. A. B. Hepburn, former Comp- 
troller of the Currency and now 
chairman of the board of directors of 
the Chase National Bank of New 
York, said: 


Banks cannot control deposits—the cus- 
tomers do that. Banks can only retain ac- 
counts and retain deposits by protecting 
their customers—their depositors—and meet- 
ing in full measure their legitimate claims. 
Courteous, considerate and fair treatment 
or customers is the only successful way of 
building up and maintaining the resources 
of a bank, 

In view of these well-known facts, how 
idle it is to assert that any man, or set of 
men, dominate or control the vast resources 
of any group of banks; eighty-two per cent. 
of such resources are subject to a checking 
control of people all over the country, and 
unless banking equities are observed this 


checking power would be exercised and the 
offending banks would suffer. Banks make 
more money when the interest rate is five 
per cent. than when it is higher, for the 
reason that they have more money with 
which to do business; five per cent. on 
$100,000,000 exceeds six per cent. on $83,- 
000,000. High rates induce the withdrawal 
of deposits and lessen the earning power of 
banks; such withdrawals may be made in 
case of depression of prices, for the sake of 
investment, and in case of extreme crisis, 
for hoarding, because of timidity and fear 
of loss, but the principal cause of with- 
drawals would be in order to take advan- 
tage of the high rates of interest in the 
form of loans; and especially is this true on 
the part of correspondent banks. 

What bankers want is a fair and fairly 
uniform rate of interest; it yields them a 
greater profit; what they most fear is high 
and highly fluctuating rates of interest; it 
reduces their banking power, lessens their 
earnings and greatly increases the nervous 
strain and mental and physical exaction in 
the conduct of their business. 


Coming Bankers’ Conventions of Bankers’ Associations 


AMERICAN—Boston, Week October 6. 
‘\ANsAs—Hutchinson, May 6 and 7. 
UkLAHOMA—Muskogee, May 8 and 9. 
‘Texas—Galveston, May 13-15. 


Missouri—St. Joseph, May 21-22. 

New York—Ottawa, Ontario, June. 

AmeERIcAN INsTITUTE OF BANKING— 
Richmond, Va., Sept. 17-19. 





Needed Banking and Currency 
Legislation 


ELIEVING that the fiftieth anniversary of the establishment 
of the national banking system is an opportune time for ex- 
amining our banking and currency system with a view to correcting 
defects that may have developed in the last half-century, the Editor 
of THE BANKERS MAGAZINE has requested a number of well- 
known statesmen, economists and bankers to furnish for publica- 
tion a concise expression of their opinions on the topic given above. 
These views are published herewith, and we are sure they will be 
found interesting and practically helpful in securing whatever bet- 
terment of our banking and currency system may be needed and 
that may be obtained by legislation. 


‘ 


Our Banking and Currency System 


By Former Presipent Won. H. Tarr. 


A TIME when panics seem far re- 
moved is the best time for us to 
prepare our financial system to with- 
stand a storm. The most crying need 
this country has is a proper banking 
and currency system. The existing 
one is inadequate, and everyone who 
has studied the question admits it. 

It is. the business of the national 
Government to provide a medium, au- 
tomatically contracting and expanding 
in volume, to meet the needs of trade. 
Our present system lacks the indis- 
pensable quality of elasticity. 

The only part of our monetary me- 
dium that has elasticity is the bank- 
note currency. The peculiar provisions 
of the law requiring national banks to 
maintain reserves to meet the call of 
the depositors operates to increase the 
money stringency when it arises rather 
than to expand the supply of currency 
and relieve it. It operates upon each 
bank and furnishes a motive for the 
withdrawal of currency from the chan- 
nels of trade by each bank to save it- 
self, and offers no inducement what- 
ever for the use of the reserve to ex- 


ess 


pand the supply of currency to meet 
the exceptional demand. 

After the panic of 1907 Congress 
realized that the present system was 
not adapted to the country’s needs and 
that under it panics were possible that 
might properly be avoided by legisla- 
tive provision. Accordingly a mone- 
tary commission was appointed which 
made a report in February, 1912. The 
system which they recommended in- 
volved a National Reserve Association, 
which was, in certain of its faculties 
and functions, a bank, and which was 
given through its governing authori- 
ties the power, by issuing circulating 
notes for approved commercial paper, 
by fixing discounts and by other meth- 
ods of transfer of currency, to expand 
the supply of the monetary me- 
dium where it was most needed, 
to prevent the export or hoard- 
ing of gold and_ generally to 
exercise such supervision over the 
supply of money in every part of the 
country as to prevent a stringency and 
a panic. The stock in this association 
was to be distributed to the banks of 
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the whole United States, State and Na- 
tional, in a mixed proportion to bank 
units and to capital stock paid in. The 
control of the association was vested 
in a board of directors to be elected by 
representatives of the banks, except 
certain ex-officio directors, three Cabi- 
net officers, and the Comptroller of the 
Currency. The President was to ap- 
point the governor of the association 
from three persons to be selected by 
the directors, while the two deputy 
governors were to be elected by the 
board of directors. The details of the 
plan were worked out with great care 
and ability, and the plan in general 
seems to me to furnish the basis for a 
proper solution of our present difficul- 
ties. I feel that the Government might 
very properly be given a greater voice 
in the executive committee of the board 
of directors without danger of inject- 
ing politics into its management, but I 
think the federation system of banks 
is a good one, provided proper precau- 
tions are taken to prevent banks of 
large capital from absorbing power 
through ownership of stock in other 
banks. The objections to a central 
bank it:seems to me are obviated if the 
ownership of the reserve association is 
distributed among all the banks of a 
country in which banking is free. The 
earnings of the reserve association are 
limited in percentage to a reasonable 
and fixed amount, and the profits over 
and above this are to be turned into the 
Government Treasury. It is quite prob- 
able that still greater security against 
control by money centers may be 
worked into the plan. 

Certain it is, however, that the ob- 
jections which were made in the past 
history of this country to a central 
bank as furnishing a monopoly of 
financial power to private individuals, 
would not apply to an _ association 
whose ownership and control is so wide- 
ly distributed and is divided between 
all the banks of the country, State and 
National, on the one hand, and the 
Chief Executive through three depart- 
ment heads and his Comptroller of the 
Curreney, on the other. The ancient 
hostility to a national bank, with its 
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branches, in which is concentrated the 
privilege of doing a banking business 
and carrying on the financial transac- 
tions of the Government, has prevented 
the establishment of such a bank since 
it was abolished in the Jackson Admin- 
istration. Our present national bank- 
ing law has obviated objections grow- 
ing out of the same cause by providing 
a free banking system in which any set 
of stockholders can establish a national 
bank if they comply with the conditions 
of law. It seems to me that the Na- 
tional Reserve Association meets the 
same objection in a similar way; that 
is, by giving to each bank, State and 
National, in accordance with its size, a 
certain share in the stock of the re- 
serve association, non-transferable and 
only to be held by the bank while it 
performs its functions as a partner in 
the reserve association. 

The report of the commission rec- 
ommends provisions for the imposition 
of a graduated tax on the expanded 
currency of such a character as to fur- 
nish a motive for reducing the issue 
of notes whenever their presence in the 
money market is not required by the 
exigencies of trade. In other words, 
the whole system has been worked out 
with the greatest care. Theoretically, 
it presents a plan that ought to com- 
mand support. Practically, it may re- 
quire modification in various of its pro- 
visions in order to make the security 
against abuses by combinations among 
the banks impossible. But in the face 
of the crying necessity that there is 
for improvement in our present system, 
I urgently invite the attention of Con- 
gress to the proposed plan and the re- 
port of the commission, with the hope 
that an earnest consideration may sug- 
gest amendments and changes within 
the general plan which will lead to its 
adoption for the benefit of the coun- 
try. There is no class in the commu- 
nity more interested in a safe and sane 
banking and currency system, one 
which will prevent panics and automat- 
ically furnish in each trade center the 
currency needed in the carrying on of 
the business of that center, than the 
wage-earner. There is no class in the 
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community whose experience _ better 
qualifies them to make suggestions as 
to the sufficiency of a currency and 
banking system than the bankers and 
business men. Ought we, therefore, to 
ignore their recommendations and re- 
ject their financial judgment as to the 
proper method of reforming our finan- 
cial system merely because of the sus- 
picion which exists against them in the 
minds of many of our fellow citizens? 
Is it not the duty of Congress to take 
up the plan suggested, examine it from 
all standpoints, give impartial consid- 
eration to the testimony of those whose 
experience ought to fit them to give the 
best advice on the subject, and then to 
adopt some plan which will secure the 
benefits desired? 


A banking and currency system 


seems far away from the wage-earner 
and farmer, but the fact is that they 
are vitally interested in a safe system 
of currency which shall graduate its 
volume to the amount needed and 
which shall prevent times of artificial 
stringency that frighten capital, stop 
employment, prevent the meeting of the 
payroll, destroy local markets and pro- 
duce penury and want. 


y 


Z 


(Extract from President Taft’s Mes- 
sage to Congress December 6, 1912.) 


Banking and Currency Reform — How Can It Be Secured? 


By Hon. Lyman J. Gace, Former SECRETARY OF THE TREASURY. 


T is to be doubted if any question 
touching the public economic wel- 
fare is more pressing than the one 
embraced in the headlines of this arti- 
cle, and it is doubtful if there be any 
important question more neglected. 
There is, to be sure, a general all- 
around admission that “reform” is 
needed; but as to the principles which 
should govern such reform, there is 
comparatively little knowledge. At 
best this knowledge is held by a few, 
and their efforts to bring in reform 


appear to be nullified by the public. 


apathy and indifference. We seem to 
have become involved in a vicious circle, 
or to have reached what the French 
would call iu “impasse.” 
Concress WAITING FoR A MANDATE 
FROM THE PEOPLE. 


It is, of course, recognized that “re- 
form” must come, if it come, through 
Congressional action. Congress, how- 
ever, awaits the mandate of the people. 
The people, conscious of their own in- 
ability to fully understand the ques- 


tion and formulate proper remedies, 
refer the problem to the bankers, in 
whom they repose high confidence. 

It is disputed, I know, that the bank- 
ing fraternity enjoys the confidence of 
the public; but the fact that the people 
of the United States have at this mo- 
ment from fifteen to twenty billions of 
their financial resources deposited in 
the hands of the banking fraternity, 
is a sufficient demonstration of the con- 
fidence claimed. 

The banking interest, with more or 
less aid from financial students and 
possibly experts, prepare measures and 
secure representation to Congress. Cen- 
gress—that is to say the representatives 
of the people composing it—hardly 
better informed than the people they 
represent, receive these proposals with 
but lukewarm interest. They are sus- 
picious of the sources from which they 
emanate, and they excuse themselves 
from necessary study of the question, 
and especially from all activity in 
favoring reform, by asserting, in sub- 
stance, “We hear nothing from our 
constituents on this question. We are 
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ready to take action when they mani- 
fest a desire that we do so”; and if 
they should speak their whole mind, 
they would add, “We are afraid these 
proposals are but a scheme in the in- 
terest of banks and bankers for whose 
special benefit we can hardly be expect- 
ed to concern ourselves.” 

This, then, is the situation: 

A public with small knowledge of 
the proper remedies for our poorly 
constituted banking and currency sys- 
tem. 

A Congress unwilling to respond un- 
less to a popular demand. 

The body of bankers, with better ap- 
prehensions of what is needed, but 
without the necessary influence to se- 
cure its inauguration. 

The situation is aggravated by the 
lack of unity among bankers them- 
selves. What, then, is to be done? 
Shall we drift along as in the past un- 
til new calamities again enforce the 
lesson we ought already to have suf- 
ficiently learned? 

The most obvious suggestion is that 
banking men should unite their views 
upon some particular measures and 
consolidate their influence in their be- 
half. 

Does not the so-called Aldrich bill 
embody provisions adequate, if formu- 
lated into law, to be effective to the 
end desired? 

I will not argue the question here. I 
merely assert my opinion in the affirma- 
tive. 

Given, however, a consensus of opin- 
ion by the bankers, it would still be 
necessary to gain for it the political 
support and hearty endorsement of the 
business public. 

That cannot be gained in any cther 
manner than by disseminating a know]- 
edge of the truth, as that truth relates 
to the hazards of our present system, 
and to the adequacy of measures pro- 
posed. On both aspects of the case, 
there is a lamentable lack of knowledge 
among even our more intelligent busi- 
ness men. They would like to know, 
and they would like to help; but in re- 
gard to this subject they are “from 


Missouri.” The twenty thousand, 
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more or less, banks and bankers in the 
United States constitute convenient, 
fairly effective and already established 
factors or agencies which can be uti- 
lized for the dissemination of knowl- 
edge and for securing needful coépera- 
tion. 

In every town of five thousand peo- 
ple or more, the bankers should be in- 
duced to associate for the consideration 
of the matter, and where possible to 
induce representative business men to 
meet where they may listen to a fair 
presentation of the question, their real 
interest in it made clear and their codp- 
erative interest secured. 


Bankers Must LEAD IN THE Work. 


In the logic of circumstances the 
burden of this action falls upon the 
bankers and something of a burden it 
no doubt is. But the bankers are, in a 
broad sense, the guardians and dispens- 
ers of that enormous force—credit—by 


the use of which the work of the world 
in these modern days is accomplished. 
The charge of the machinery, so to 


speak, by which credit is made effec- 
tive to the world’s work is in their 
hands. From the orderly use of it they 
gain appropriate reward, and in the 
regular continuous operation of it they, 
and the whole community, are most 
deeply concerned. The primary re- 
sponsibility for proper conditions fav- 
crakle to the affairs of credit rests 
upon the banks; and perceiving as they 
must the weakness and dangers of our 
system as now organized, they ought 
to take the initiative for betterment, or 
reform. 


A DEFINITE Mope or Procepure. 


I propose, then, that proper action 
be taken by the bankers of New York 
city. If a few New York bankers—a 
dozen or fifteen is enough—would as- 
sociate in a friendly way to push re- 
form they could successfully adopt 2 
programme that would inevitably lead 
to it. 

How should they proceed? Well, I 
venture suggestions only. The small 
body to which I have just referred 
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should appoint a general committee of, 
say, seventeen or more, intelligent 
fairly representative bankers from ten 
or more representative cities. Let this 
committee meet and stay in session 
long enough to agree, if they can, on 
some bill—the Aldrich bill, if you 
please—and formulate plans to carry 
on the missionary work necessary to in- 
form and interest the business public. 

Paid agencies of a superior quality 
would undoubtedly be required and a 
considerable fund for expenses would 
be necessary. The latter could easily 
be secured through the proper appeal 
to the banks of the country. A con- 
tribution from each of an amount equal 
to one one-hundredths of one per cent. 
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upon their respective capitals would 
furnish a fund of two hundred thou- 
sand dollars or more, which would be 
twice sufficient.. Will it be said, “The 
bankers themselves, nor even the com- 
mittee of seventeen, can agree upon 
anything’? Well, if that be so, it is 
well enough to learn the fact. If such 
a body cannot agree, it is idle to sup- 
pose that Congress can. 

In that case let us confess our in- 
ability to conduct in an_ intelligent 
manner the affairs of our economic life, 
as that life is involved in or related to 
credit, and so dismiss from thought 
and profitless discussion the whole sub- 
ject matter of banking and currency 
reform. 


Monetary Reform 


By Hon. Tueopore E. Burton, UNitep States SENATOR FROM OHIO. 


"THE 


opinion that the banking and 
currency system of the United 
States urgently requires reform is 
practically universal. It is conceded 
that our currency is inelastic, that the 
means for the utilization of reserves 
in time of danger are inadequate, that 
there are no effective provisions for re- 
covery in time of panic. Still further 
opportunities for the investment of 
money in times of surplus supply are 
notably deficient. The only question 
is: What shall be done? In answering 
this question, there is a great variety 
of opinion. The legislator is con- 
fronted by the slowness of the people 
to arrive at a rational comprehension 
of the evils which exist and much 
more by the variety of remedies sug- 
gested. 
INFLUENCE OF SELFISH 
AND UNINTELLIGENT 
OPINION. 


BLIGHTING 
INTEREST 


There has been no subject upon which 
selfish interest and unintelligent opin- 
ion have exercised a more blighting in- 
fluence than upon the monetary legis- 
lation of this country. For more than 
fifty years from the beginning of our 


national: life banks were established 
under special acts of the legislature, 
and the granting of a charter was 
often the result of political favor. The 
privilege was regarded as one of great 
value, and was granted to prominent 
men or leaders of political parties. 
Stock subscriptions were often paid in 
notes and there was no effective re- 
quirement for their collection. State- 
ments were not required. There was 
no sufficient provision for the security 
of deposits or note issues.. The note- 
issuing feature assumed an_ especial 
prominence; indeed, many banks were 
organized not for deposit banking, nor 
for loans to communities in which they 
were located, but for the sake of issu- 
ing circulating notes. Note issues de- 
preciated in value or became worth- 
less. It was an important part of the 
work of a bank cashier to distinguish 
genuine bills from the many counter- 
feits which were in circulation. It is 
not too much to say that the growth of 
the country in the years preceding the 
Civil War was very much hampered by 
defective banking laws in various 
States. John Adams said, in a lettef 
to Thomas Jefferson in the year 1787: 
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All the perplexities, confusions and dis- 
tresses in America arise not from defects 
in their Constitution or Confederation, not 
from the want of honor or virtue, so much 
as from downright ignorance of the nature 
of coin, credit and circulation. 

Shay’s Rebellion, which occurred in 
Massachusetts at about the time of the 
writing of this letter, had as one of its 
principal objects the issuance of a de- 
preciated currency. In at least half 
the States there were bitter contests 
between the party of inflation and 
those who stood for sound money in 
most of which the party of inflation 
triumphed. The results of the same 
crude ideas of finance and play of sel- 
fish interests have been in evidence ever 
since. 

A very numerous body of citizens 
still adhere to the idea that currency 
should be issued directly by the Gov- 
ernment itself. Notwithstanding the 
vitality of this opinion, it has been re- 
jected by all the most advanced nations 
of the earth and has brought upon it- 
self the condemnation of all the most 
careful students of the subject. There 
may have been instances in which the 


issues of paper money bearing the 
stamp of the Government and not ac- 
companied by regulations requiring its 
redemption in specie were absolutely 
necessary to preserve the life of a na- 


tion. This was probably true in the 
time of the Civil War, however much 
the exigency was regretted. 

The existence of a comparatively 
small amount of currency which rests 
upon the credit of the Government may 
not cause serious disturbance. The 
three hundred and forty-six millions of 
greenbacks which are now outstanding 
have become an integral part of our 
currency, but they constitute so com- 
paratively small a share of the money 
of the country that while an ideal plan 
would require their withdrawal, they 
may be likened to the token coins— 
the half-dollars, quarters and minor 
currency, the issuance of which by uni- 
versal consent is regarded as a source 
of profit to the Government and a 
proper function for it to perform. 

But in providing for the varying de- 
mands for money, it is impossible for a 
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political administration to secure the 
best results. By very general consent 
this function has been left to banks 
under a greater or less degree of Gov- 
ernmental supervision especially exer- 
cised to secure stability and safety. 
Banks issue currency in response to 
the demands of trade. Governmental 
currency naturally is not issued in re- 
sponse to calls from those engaged in 
industry, but by reason of the necessi- 
ties of the Government in meeting de- 
mands upon its Treasury or to conform 
to the political views of large numbers 
of voters. 

The influence of political action or 
legislative policies upon the prosperity 
of a country has always been much ex- 
aggerated. In every time of depres- 
sion even when plainly traceable to 
drought or flood or some other perfect- 
ly obvious cause there is always a mul- 
titude of those who think a remedy can 
be obtained by the creation of more 
paper money. On the other hand there 
are not lacking persons whose inter- 
ests would be subserved by a restriction 
of the quantity in circulation. Each 
class whether actuated by selfishness or 
ignorance, is, of course, earnest in the 
advocacy of governmental action which 
would suit their views. Should the de- 
cision be left to the insistent demands 
of a temporary majority, there is no 
assurance that either a wise or a just 
conclusion would be reached. Again, 
in meetirfg the unequal demands for 
money caused by seasonal variations or 
different degrees of business activity, it 
would be essential that the quantity 
should vary. If left to the Government 
it must vary either in pursuance of 
legislative authority or under the con- 
trol of the executive department. If 
the quantity could be changed only by 
legislative authority, action would be 
tardy; if left to the executive depart- 
ment, an undue degree of power would 
be given to this branch which would be 
subject to abuse and to changes with 
different administrations according to 
their different ideas of finance. 

Those in control of political affairs 
are not in that immediate touch with 
the manifold business interest of the 
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country which is essential to the most 
judicious action. Banking institutions 
are in immediate contact with com- 
mercial and industrial operations and 
in the transaction of their business they 
must have a full understanding of the 
various needs and conditions of the 
communities in which they are located. 
In case their issues are redundant, re- 
serves should be utilized for the re- 
demption of notes, thus restricting cir- 
culation; in times of panic or strin- 
gency, there should be well regulated 
provisions for a proper increase in the 
volume of currency to tide over the 
dangers impending. 
ConcLusions IN ReGarp tO NoTE 
IssuEs. 


Experience and intelligent consider- 
ation in most countries where different 
plans for banking have been most thor- 
oughly tried have led to three well de- 
fined conclusions in regard to note is- 
sues: 


1. That the issue of paper money 
by a Government is not only perilous, 


but badly adapted to meet the demands 
of trade and industry. 

2. That the authority to issue circu- 
lating notes should be concentrated 
either in a single institution or in a 
very small number of institutions, and 
the most substantial advantages result 
from the existence of a central organ- 
ization which can keep in*touch with 
the whole country. 

8. That to secure elasticity and 
safety alike, banking assets afford the 
best basis for currency issues. 

There are substantial differences in 
the United States as compared with 
many nations of Europe in extent of 
territory, but with modern means of 
communication these are minimized and 
the advantages of a central organiza- 
tion are of the same general nature as 
in France or England. 

Divers propositions are pending un- 
der which a certain number of inde- 
pendent organizations designed to se- 
cure coéperation over a_ considerable 
area are to be established. Such. a plan 
would, no doubt, possess material ad- 
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vantages over the present system of 
scattered and separate units, but they 
would still be subject to the palpable 
objections which exist at present. Or- 
ganizations centering at New Orleans, 
Chicago or San Francisco, would seck 
to maintain their own credit and supply 
their customers without regard to the 
needs of others. There would not be 
unity of action in facing a financial 
storm. One organization might have 
a very considerable surplus while oth- 
ers would be oppressed by a serious 
scarcity. The banking of the country, 
like its transportation and all the op- 
erations of our business life, is more 
and more becoming national, and this 
applies with special emphasis to the 
utilization of banking reserves. 


OsJseEctTs TO BE SEcuRED IN Any ReE- 
FORM OF Our BANKING System. 


There are several objects to be se- 
cured in any reform of our banking 
system. An opportunity for invest- 
ment should be afforded which will en- 
able banks and investors to utilize their 
surplus funds in time of slack demand. 
Opportunities for permanent _invest- 
ments are not lacking now, but those 
for short time loans are very much re- 
stricted. It. is evident that only those 
of the latter type are suitable for com- 
mercial banks. The granting of au- 
thority to strong financial institutions 
to guarantee the payment of notes and 
bills of exchange will go far to solve 
this problem. This method is already 
in vogue in Europe. Such a_ plan 
would also clearly relieve our popula- 
tion, especially in the more remote por- 
tions of the country, by lowering the 
rates of interest. This is another ob- 
ject which should be secured. Bank- 
ing rates in the United States vary 
from perhaps four to ten per cent. 
The different degrees of risks in dif- 
ferent sections afford no explanation 
for this very considerable disparity. It 
is due to a lack of coéperation and a 
failure to give lenders and borrowers 
alike the benefit of adequate assurance 
of proper security. 

Another improvement in our bank- 
ing system which urgently requires at- 
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tention arises from the necessity of 
taking care of transactions in foreign 
countries. The amounts paid to for- 
eign banks for the transaction of busi- 
ness connected with our international 
trade is very large and can be dimin- 
ished very greatly by proper banking 
facilities which would benefit alike our 
investors and our traders. 

Another benefit to be secured is a 
larger authority to the banks to lend 
upon real estate mortgages. There 
has been much interest recently in the 
coéperative institutions of foreign 
countries which aim to give credit to 
the farmers. This subject is worthy 
of the most serious consideration, al- 
though it is doubtful whether in the 
United States, where farmers are 
more in touch with general lines of 
investments, this plan would be feas- 
ible. Although the original idea was 
that the national banks should provide 
only for short time loans and for the 
needs of commercial communities, it 
certainly would be helpful to afford 
to them at least a limited opportunity 
to invest in funds secured by mort- 
gages on real estate. In my judgment 
all of these objects are much better 
secured by the proposals of the Mone- 
tary Commission, which made its re- 
port a year ago, than by any other 
plan which has been developed. If there 
is any other method which is its su- 
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perior, let it be presented for con- 
sideration. 

Notwithstanding the faults of the 
past and the slowness of the people to 
approve salutary legislation for bank- 
ing reform, there is no reason for dis- 
couragement. The national banks 
mark a great advance in uniformity of 
note issues and the degree of security 
afforded. The Federal Government 
imposes upon them regulations relat- 
ing to inspection and methods of in- 
vestment far beyond those in vogue in 
Europe. 

Similar laws for the security of de- 
positors and for proper management 
of banks have now been adopted in 
most of the States. Very recently a 
change of opinion has occurred which 
is most encouraging. Five years ago 
it was the very general opinion among 
many who were most influential in 
financial circles that currency issues 
should have as their security bonds> 
not merely those of the Government, 
but those issued by States, municipali- 
ties and railroads as well. Many of the 
older generation who recalled the nu- 
merous bank failures prior to the Civil 
War were especially strong in this 
view; yet it has been very generally 
abandoned and the conclusion reached 
that the assets of banks afford a far 
better basis for currency issues. 


Financial and Banking Reform 


By Hon. Cuarues N. Fowrer, Former CHAIRMAN BANKING AND 
CurrENcy CommitTtTee, House or REPRESENTATIVES. 


HE financial and banking reforms 
I recommed are these: 


First: Holding companies in the 
banking business must be completely 
wiped out. That is, one bank must not 
control other banks by holding their 
stock. 

Second: Every national bank should 
be =uthorized to do. 

(1) A commercial banking busi- 
ness. 


(2) A savings bank business. 

(3) A trust company business. 

(4) A note issue business, pre- 
cisely as the Canadian 
banks do. 


Third: All the various accounts— 
commercial, savings, trust, and note 
issues, should be segregated. 

Fourth: Every bank in the United 
States should be compelled to carry 
the same amount of bank reserves. 
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Fifth: All bank reserves should con- 
sist of gold or gold certificates, as 
soon as the United States notes can 
be converted into gold certificates. 

Sixth: Every bank in the United 
States should be brought under na- 
tional control» because banking is es- 
sentially interstate commerce. 

Seventh: Every natural financial 
centre in the United States should be- 
come the clearing centre for all the 
checks, drafts, and bank notes that 
are payable in the territory that is 
economically and naturally tributary 
to that financial centre; such territory 
should constitute a commercial zone. 

Eighth: There should be organized 
at each of these financial centres a 
clearing house at which all the checks, 
drafts, and bank notes, payable within 
the commercial zone, shall be at par. 

Ninth: The banks of each commer- 
cial zone should elect a board of con- 
trol to examine, supervise, and con- 
trol all the banks within such commer- 
cial zone, precisely as the clearing 
house bank examiners are examining 
and supervising all banks clearing 
through them today. 

Tenth: The banks of each commer- 
cial zone should also elect a court of 
appeals, or a banker’s council, com- 
posed of an equal number of business 
men and bankers to settle all banking 
and business questions that would 
properly come before them. 

Eleventh: The board of control in 
each commercial zone should be pre- 
sided over by a deputy United States 
Comptroller for the purpose of se- 
curing immediate and efficient action. 

Twelfth: The banks of the United 
States should all contribute a percent- 
age of their deposits to a central re- 
serve’ which should be composed of 
gold, and gold alone. The percentage 
of deposit should be seven per cent. 
at the outset, and be gradually in- 
creased to ten per cent., which would 
amount, at the present time, to a cen- 
tral gold reserve of upwards of 
$1.250.000,000. This reserve would cor- 
respond to the reserve held to-day by 
the clearing-houses for their banks. 

Thirteenth: This central gold re- 
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serve should be held in trust by a body 
of men composed of one man from 
each commercial zone, for the benefit 
of all the commercial zones. 

Fourteenth: Each board of control 
should have access to this central gold 
reserve, and should have power to sell 
gold to any bank within its zone and 
under its supervision, in case it de- 
sired it for the purpose of moving 
crops or for any other legitimate rea- 
son. The practical result would be, 
that the gold would be held, to a large 
extent, at the financial centres, and 
under the command of the board of 
control, precisely as the clearing-house 
committees to-day hold the reserves of 
the banks constituting their respective 
clearing-houses. 

Fifteenth: The use, distribution, and 
control of the central gold reserve 
should be under the management of 
the representatives of all the commer- 
cial zones, who should be composed 
equally of business men and bankers. 

Sixteenth: For the purpose of es- 
tablishing responsibility and securing 
efficiency, the representatives of the 
zones should act through corporate 
powers granted by the National Gov- 
ernment. 

Seventeenth: The purpose of a na- 
tional centralization of gold to so large 
an extent is two-fold: 


(1) It brings all the banking 
power of the United States to the 
defense of the commercial interests 
in every part of the United States 
instantaneously. 

(2) It will give to the representa- 
tives of the zones the power to con- 
trol and direct the movement of gold 
to and from the United States, by 
fixing and enforcing a price for the 
use of gold, or a discount rate for 
gold transactions throughout — the 
United States. 


These reforms are 
three distinct propositions: 


based upon 


First: They incorporate the prin- 
ciples of a central gold reserve, 48 
illustrated by the Bank of England: 
where all the transactions are in gold, 
and gold alone, without the use or in- 
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tervention of bank credit in the torm 
of bank credit notes, which could be 
used for reserves by the banks 
throughout Great Britain. 

Second: They incorporate the prin- 
ciple of bank credit currency, as illus- 
trated by the bank-note system of Can- 
ada, which involves daily redemption 
in gold coin through the clearing- 
houses. 

Third: They extend to every eco- 
nomic or natural commercial zone the 
established and approved practices of 
the American clearing-houses, that is: 


(1) Bank supervision and control 
over all members. 

(2) A reserve created by all the 
members of the clearing-house and 
held by the clearing-house commit- 
tee for the benefit of all the 
members. 

(3) A free check system over 
every commercial zone, precisely as 
New England has been since 1899, 
and as a large territory around New 
York has just become by the action 
of the New York Clearing-House. 


The result of these reforms would 
be: 

(1) To make each individual bank 
absolutely independent, because it 
has an unlimited resource in the co- 
dperative gold reserve. 

(2) To make every commercial 
zone as free and independent of 
every other commercial zone as Eng- 
land is of France, or France is of 
Germany. 

(3) To completely decentralize 
all bank credit in the United States, 
while it centralizes the gold to a 
degree that would enable us by rais- 
ing the discount rate to close the 
door of our markets against the de- 
mands for gold from abroad. 

(4) To insure all depositors in 
national banks against loss. 

(5) To liquefy and therefore de- 
velop a general market for commer- 
cial paper. 

(6) To save the business inter- 
ests of this country more than $200,- 
000,000 every year, to say nothing 
of the incalculable losses growing 
out of our ever recurring panics. 


OPINIONS OF PROMINENT BANKERS 


Differentiating Our Banking, Currency and Credit Problems 
—National Reserve Plan Approved 


By ALEXANDER GILBERT, PresIDENT MARKET AND FuLton NATIONAL 
Bank, New York; Former Presipent New York CLEARING- 
House AssociaTIon. 


Very few who discuss banking 
problems understand clearly how 

to differentiate credit and currency. 
With many currency seems to be the 
important factor in the problem, the 
great cure-all for money spasms and 
panics, and in their efforts to think 
out a system that will remedy our 
banking defects they fail to grasp the 
more important factors in the problem. 
Ninety-five per cent. of the business 

3 


of the country is done on credit, hence 
it follows that ninety-five per cent. of 
the purchasing power of the country is 
credit ,and when business conditions are 
normal the volume of credit rises and 
falls in harmony with the expansion 
and contraction of business. 

To properly understand what is lack- 
ing in our present system it is neces- 
sary to differentiate commercial credit, 
banking credit, the lawful money re- 
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serve and national bank notes. Com- 
mercial credit, which results from the 
business intercourse of business men 
with each other; banking credit, which 
results from the discounts and loans 
made by banks and money institutions 
to business men; the lawful money re- 
serve—gold, gold and silver notes and 
United States notes—which banks are 
required to carry as a reserve against 
deposits; national bank notes, the notes 
which national banks are permitted to 
issue, but which do not count in the 
lawful money reserve. 

These are the four essentials under 
our banking system upon which the 
business prosperity of the country de- 
pends; we cannot disregard either of 
them. Any system introduced as a sub- 
stitute for our present system or as a 
supplement thereto must make _ provi- 
sion for the maintenance at all times of 
a normal supply of banking credit, and 
of the lawful money reserve and of 


bank notes. The business of the coun- 
try can never run smoothly if there is 
a scarcity of either of these. The great 
superstructure of commercial credit 


which results from the business opera- 
tions of the country, and which meas- 
ures the business prosperity of the peo- 
ple, rests at all times on the mainte- 
nance of a sufficient supply-iof these 
three essentials. Hence any plan of 
banking reform which aims only to pro- 
vide for an additional supply of bank 
notes to tide over emergencies can never 
be anything more than an _ inefficient 
remedy. Bank notes are important to 
move crops, to pay wages, and to make 
retail purchases; but when the credit 
equilibrium demands an increased vol- 
ume of banking credit, relief can only 
come through an increased volume of 
the lawful money reserve. 

No better object lesson illustrating 
the defects of our banking system could 
be given than the movement of the 
New York money market during the 
last three months of 1912. There had 
been no panic, no excessive specula- 
tion, and yet the interest rate fluctuated 
between six and twenty per cent. This 
abnormal action of the money market 
was brought about by a gradual expan- 


sion of business, a natural result of 
superabundant crops, accompanied by 
a withdrawal to a larger extent than 
usual of the funds of interior banks on 
deposit in New York. It is fair to 
say that this condition would not have 
obtained from the same causes in any 
other civilized country. Nor. would it 
have obtained here if the National Re- 
serve Association provided for in the 
Aldrich Bill had been in operation. The 
demand for money, either credit or cur- 
rency, could have been very much larg- 
er without causing a ripple sufficiently 
large to attract even momentary atten- 
tion. The preventive abroad would be 
the central bank, the bank of redis- 
count, to which the joint-stock bank 
could send their short-time commercial 
paper and receive either credit or cur- 
rency as wanted. And this would be 
such a natural, logical, businesslike op- 
eration that it would pass unnoticed in 
the financial columns of the day. There 
is nothing unusual about it, no hint of 
emergency currency, nor of Govern- 
ment relief, no complicated machinery 
——just a common-sense system, devel- 
oped, tested and justified by the busi- 
ness experience of the past two hun- 
dred years. 

Let me illustrate. A merchant in the 
midst of a very active money market 
looks over his bills payable account and 
finds that he has notes outstanding im- 
mediately falling due largely in excess 
of his cash assets; what does he do? 
The simplest thing imaginable; he looks 
over his portfolio, selects an amount of 
commercial paper sufficient to cover his 
notes payable, takes them to his bank 
and has them discounted; his maturing 
paper is provided for and his business 
is not subiected to any strain. That 
thing is going on all the time, it is the 
common custom and ordinary experience 
of the business world, the result of 
which is represented by the huge vol- 
ume of commercial credit always out- 
standing. The slightest interruption of 
this process would excite apprehension 
and distrust and if continued would at 
once contract the business operations of 
the country. 

So long as the banks of the country 
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can meet the demands of their custom- 
ers for banking credit by discounting 
commercial paper as business requires, 
there will be no interruption to busi- 
ness, but when through excessive specu- 
lation or over-expansion of business, or 
both together, or from any other cause, 
the banks find the money pressure so 
great that they cannot supply the de- 
mand for banking credit, what hap- 
pens? In any other country than ours 
nothing extraordinary would happen; 
the banks would just open their port- 
folios and select their short-time com- 
mercial paper and take it to the central 
bank, the reserve bank, the bank of re- 
discount, and have the proceeds placed 
to their credit, and business would move 
along as usual. But with us something 
would happen; interest rates would 
rapidly increase, the price of securities 
would drop, business would contract in 
volume, and if speculation was very ex- 
cessive it might result in panic. We 
have had this experience many times 
during the past fifty years, much if not 
all of which could have been avoided if 
added to our present banking system 
there had been a bank of rediscount, 
such as has been formulated in the bill 
of the Monetary Commission now be- 
fore Congress. 


NationaAL Reserve  AssociaTION 
Wovutp Meer Our ReEQvuIREMENTS. 


I have devoted much time to the 
study of the proposed National Re- 
serve Association. The more I study it 
the more it appeals to me as possessing 
just those elements which our present 
system lacks, and just the elements 
which the business of the country re- 
quires to make our system as efficient 
as any in the world. It will give us a 
bank of rediscount. It will make an 
open money market possible. It will, 
as a Government depository, remedy 
the evil caused by the withdrawal of 
Government funds from the money 
market. It will bring about a greater 
centralization of reserves than is pos- 
sible under our present system. It will 
make possible an automatic expansion 
and contraction of our currency and do 


away with currency famine in the fu- 
ture. It will put our money market in 
closer touch with the money markets of 
Europe and facilitate foreign ex- 
changes and the negotiation of foreign 
loans when necessary. Its large capi- 
tal, and its heavy reserve against note 
issues and deposits, will give it a com- 
manding position and influence among 
the great banking institutions of the 
world. 

The bill before Congress for the 
creation of such an institution is the 
result of the most deliberate consider- 
ation not only by the Monetary Com- 
mission, but by the banking interests 
of the country as well, and it would 
seem to embody all that is necessary to 
remedy the defects of our present sys- 
tem. 

Many criticisms have been urged 
against the bill, most of which have 
little foundation to rest upon. The 
only one of serious importance is that 
which refers to the danger of over- 
expansion. The bill requires the bank 
to carry fifty per cent. cash reserve 
against deposits and circulating notes, 
and when the reserve falls to 3314 per 
cent. it must cease to issue additional 
notes. Its dealings are confined to 
banks erd the Government. Its in- 
vestment: are restricted to discounting 
prime commercial paper having not 
more than twenty-eight days to run, 
commercial paper having not more than 
four months to run when guaranteed 
by the local association, single-name 
paper drawn by banks when endorsed 
by the local association and approved 
by the Secretary of the Treasury. Also 
the purchase of United States and 
State bonds, gold and foreign ex- 
change. 

Inasmuch as banks would not be 
likely to call upon the local association 
to guarantee or endorse for them ex- 
cept in times of severe money pressure 
or panic, the bulk of the paper dis- 
counted by the reserve association would 
be paper having not more than twenty- 
eight days to run. The quick and con- 
tinuous maturity of this paper, com- 
bined with the large capitalization and 
large cash reserves against deposits and 
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note issues, would seemingly be an 
ample guarantee against over-expan- 
sion. It certainly would be a stronger 
safeguard than is possessed by any 
bank of rediscount in the world. 
Another alleged danger is that the 
moneyed interests may obtain control 
of it. How this can be accomplished 
is not pointed out. It certainly can- 
not be by stock ownership, for stock 
can only be owned by banks, and no 
bank can invest more than twenty per 
cent of its own capital in it, and it is 
not transferable. Control of the direc- 
torate seems to be amply provided 
against. It would hardly seem possi- 
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ble for any combination to obtain con- 
trol as the bill now stands. Additional 
safeguards can be added, however, if 
necessary. The strongest safeguard 
would seem to be that the moneyed in- 
terests could not use it to their own 
profit if they should obtain control. Its 
funds can only be used for discounting 
commercial paper, buying United 
States and State bonds, gold and for- 
eign exchange. Its loans and discounts 
can only be made to banks. The bill 
very likely can be strengthened in some 
particulars, but its essential features 
should be incorporated into any reform 
measure that is offered as a substitute. 


Banks Need for an Emergency an Investment Easily 
Convertible Into Cash Without Loss 


By Georce S. Mumrorp, PresipENT COMMONWEALTH TRUST 
Company, Boston, Mass. 


T is unfortunate that the public gen- 
erally should: have such false no- 
tions of the profits made by banks, for 
one of the chief causes of the difficulty 
we are finding in obtaining new bank- 
ing and currency legislation lies in this 
popular fallacy. An extended inves- 
tigation of banks would quickly show 
that in the regular course of their 
business—loaning to depositors and 
purchasing commercial paper—their 
earnings are usually barely sufficient to 
take care of expenses, dividends to 
stockholders and losses. 

Their other earnings come almost 
entirely from their profits on invest- 
ments in bonds or other long-time se- 
curities. 

Of course, when trouble comes the 
banks must help the business commun- 
ity, and they quickly find it necessary 
to liquidate these long-time invest- 
ments—often a difficult matter at such 
times—in order to get additional cash 
in hand. 

I suppose that bankers all recognize 
that there ought to be some form of 


investment for this emergency more 


easily turned into cash without loss, 
and some of the best features of the 
so-called Aldrich Bill are intended to 
meet this need. It may be possible to 
find some better resource than suggest- 
ed by this bill, but there is nothing 
more emphatically needed to enable 
the banks to serve business interests 
when called upon than a secondary re- 
serve underlying their demand loans 
which can be instantly converted into 
cash. Whether the Aldrich Bill or 
some similar bill becomes a law or 
not, it at least has proved of great 
value to the business community in 
concentrating attention upon the ne- 
cessity for such a secondary reserve. 
A comprehensive banking and cur- 
rency bill may not be possible for 
some time to come, but the education 
of the public can go right on, and in 
no respect is this more important than 
in the direction already mentioned, 
and also in drawing attention to the 
existing method of subdividing the 
total cash reserve of the country into 
thousands of small units each in the 
vaults of a separate bank. This has 
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been likened by an able banker to the 
dividing of the fire protection of a 
town into little units located in each 
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separate building, instead of having 
one protective and carefully regulated 
central station for protection from fire. 


Machinery for Adjusting the Volume of Currency to the 
Needs of Business 


By Francis B. Sears, Vice-PresipENt NATIONAL SHAwMvuT Bank, 
Boston, Mass. 


ie response to your inquiry I will- 

ing send you the following state- 
ment of my views as to needed bank 
legislation. 

The one need above all others is for 
some machinery which will adjust the 
volume of currency to the require- 
ments of business. There are two ways 
of accomplishing this. One is to allow 
banks to issue their own notes as need- 
ed. Under proper restrictions and su- 
pervision this can be done safely. The 
notes should not be available for legal 
tender nor for reserve, and should be 
a first lien upon the assets of the 
bank. They can be further secured 
by the proceeds of an annual tax. 

To my mind the better way is to 
have bank notes issued only by a cen- 
tral or reserve bank. The so-called 
Aldrich Plan had great merit. The 


notes of such a bank should have no 
legal tender nor reserve properties, for 
a bank-note currency cannot be elastic 
unless there are strong inducements 
for the redemption of notes when the 
amount is redundant. 

The national banking system as a 
whole is capable of improvement, al- 
though the changes needed are of 
minor importance compared with this 
question of the currency. 

Any system of currency reform 
should include the retirement of the 
United States legal-tender notes so 
that our currency should consist of 
gold and gold certificates as a basis of 
our financial system, silver and silver 
certificates for minor transactions, and 
bank notes for temporary use and 
prompt redemption. 


Believes the Aldrich Plan Worthy of Trial 


By S. F. Carter, PresipeENt LUMBERMAN’s NATIONAL BANK, 
Hovston, Texas. 


BELIEVE that the revision of our 

banking and currency system sug- 
gested in the Aldrich Bill is worth 
the trial and along the right line, and 
we are merely delaying the benefits of 
the ultimate success of some plan by 
procrastination in the adoption of the 
Aldrich Bill or some similar measure. 
_! feel sure that the bankers of the 
United States—national, State and 
private—would welcome a condition of 
affairs where a large proportion of the 
circulating medium would not have to 
be shipped from one section of the 


country to another in order to move 
the crops, creating a drain on financial 
markets and interfering to a great ex- 
tent with all lines of business, and 
causing violent fluctuations of ex- 
change and interest rates; then, when 
the immediate necessity of such with- 
drawals and shipments and the placing 
of an enormous amount of currency in 
circulation, is relieved that the circu- 
lating medium should not flow back in 
such enormous quantities, necessitating 
its transportation to money centers in 
a way that the situation has to be 
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handled with almost as much difficulty. 
It must necessarily follow that the 
issue of circulating notes must be sub- 
sequent to and be created by the needs 
of business rather than precede them 
as a permanency. 

Speaking from the standpoint of a 
Southern banker where these exigencies 
grow out of the movement of an enor- 
mous cotton crop in a short space of 
time, the authorization of the accept- 
ance by national and State banks of 
time bills representing actual existing 
commodities in transit or in warehouses 
would afford a facility that would 
largely reduce the inconveniences of 
both the banking and commercial in- 
terests. 

These bills of exchange, being ac- 
cepted by responsible drawees and 
drawn by responsible drawers and 
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bearing the endorsement of responsible 
payees, in many cases would constitute 
automatic three-name prime paper, 
running only a short time, and would 
naturally be absorbed in the various 
money markets and to a very great de- 
-gree avoid the necessity of shipping 
large amounts of circulating notes into 
one section of the country at certain 
times and then shipping them all back 
to another section when that necessity 
was relieved. 

A discussion of the Aldrich Bill per 
se is becoming somewhat of a_ bore, 
but the thing to do is to act, and after 
stripping the question of its possibili- 
ties of political capital, some conserva- 
tive measure should be put through 
Congress in order that the practical 
side of this important matter could be 
worked out in daily transactions. 


An Elastic Currency Would Help 


By James B. ForGan, Presipent First Nationat Bank, Cuicaco. 


URING September, October and 
November the Chicago banks 
shipped to the country $70,000,000, as 
compared with $47,000,000 for the 
same months the previous year. As a 
consequence of this our banks have 
been called upon to liquidate their 
country bank deposits to an unusually 
large extent. These deposits were re- 
duced $61,000,000 between the high- 
est point they reached last Spring and 
November 26th last. 

No stronger evidence is needed than 
is afforded by these figures to demon- 
strate the urgent necessity of some 
banking and currency legislation that 
will enable the banks to meet this an- 
nual demand for circulating money 
without the enforced liquidation of 
their deposits and the corresponding 
reduction of their legal reserve 
money to such an alarming ex- 
tent. The opeation forms an annual 
menace to our system of bank credits 
and, therefore, to general business con- 
ditions. Our supply of circulating 
money is the same in volume when the 


demand for it is heavy as when it is 
light. Last spring money became a 
drug on the market and the rate of dis- 
count on commercial paper fell to 
three and one-half per cent. The banks 
through the country, as is their cus- 
tom, shipped the surplus circulation 
for which they could find no further 
use to the banks at the centers and 
accumulated large balances at their 
credit there. 

As central banks pay interest on 
country bank balances, they cannot 
afford to act simply as warehousemen 
of this surplus circulating money 
through which these balances are 
largely created. They, therefore, en- 
deavor to force it out or they use it as 
cash reserves, which induces them to 
increase their loans at interest rates 
barely sufficient to cover cost. What 
we need is a scientific credit currency 
which will automatically adjust itself 
in volume to the supply and demand of 
commerce for it. Such a currency 
shipped from the centers in the fall, 
when there is need for it, would return 
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for actual redemption after it has 
served its crop-moving purposes and 
the volume of it would thus automatic- 
ally be reduced by such amount of it 
as is not needed in commerce. 

The alternate building up and liqui- 
dating of bank deposits at the centers 
which occurs with seasonal regularity 
and which forms such a menace to 
commerce is an enforced operation due 
to the lack of proper banking facili- 
ties. 

It could be largely avoided by the 
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use of an elastic currency, the volume 
of which would automatically adjust 
itself to the demand for it existing in 
commerce. This appeals to me as one 
of the most important and most im- 
pressive deductions to be made from 
the experience of the past season’s 
business. I am glad to know that the 
incoming Administration at Washing- 
ton seems alive to the necessity of do- 
ing something along the line of bank- 
ing and currency reform. 


Re-Enact the Aldrich-Vreeland Law 


By Hon. Cuartes G. Dawes, Presipent CentTrat Trust CoMPANY OF 
Ixurnois, Cuicaco; Former COMPTROLLER OF THE CURRENCY. 


I WISH it were possible for me to 

comply with your suggestion to 
write an article, but find myself unable 
to do so. If I did write anything it 
would be to the bankers of the country 
to cease for a time the discussion of 
comprehensive plans of banking and 
currency reform which have little 
chance of passing into legislation, and 


to unite with all business men and the 
people generally in an effort to secure 
the re-enactment of the present Al- 
drich-Vreeland law, which expires by 
limitation in 1914. The fact that this 
great emergency measure has not yet 
been used has no bearing upon the 
tremendous importance of its re-enact- 
ment. 


Local Central Organizations Under Federal Law 


By E. D. Hvuvsert, Vice-Presiwent Mercuants Loan anp Trust 


ComPANY, 


O far as actual currency reform is 
concerned, as distinguished from 
banking reform, no very satisfactory 
plan has yet been proposed. My own 
judgment is that we are attaching 
altogether too much importance to 
this phase of the problem. There is 
no other country in the world in which 
commercial transactions are carried on 
so largely by checks, not much over 
five per cent. being settled with cur- 
rency. Notwithstanding this, we have 
nearly the largest per capita circula- 
tion in the world, apparently about 
twice as much as we need. 
Mr. Aldrich said in his speeches 


CHICAGO. 


four or five years ago that if we would 
properly care for the credits of the 
country the currency would take care 
of itself. This is a vital truth which 
Mr. Aldrich apparently lost sight of 
afterwards. 

The legitimate business interests of 
this country are getting all the credit 
they want under normal conditions. 
What they are demanding is that the 
legitimate credits granted in normal 
times shall not be withdrawn or cur- 
tailed every time bankers get scared 
about their reserves. 

I believe there is a general tendency 
among bankers and business men to 
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crystallize on the idea of local associa- 
tions without a Central Reserve Asso- 
ciation. 

The idea in a general way is this: 
The country will be divided into dis- 
tricts—as many as necessary. Each 
district will have a central organiza- 
tion under Federal law with clearing- 
house powers. Every bank in the dis- 
trict coming up to the required stand- 
ard will be eligible for membership in 
the association. Whenever needed any 
member of the association may apply 
to the central body of the district for 
discounts, which will be paid in uni- 
form bank notes to be issued by the 
Government in place of the notes now 
in use. The notes will be guaranteed 
by all the banks in each district, and 
provision will be made for prompt re- 
demption in gold. Furthermore, they 
will be retired when not needed, a con- 
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summation devoutly to be wished, and 
which no other plan has adequately 
provided for. When the banks of any 
district guarantee currency, whether 
issued by the Government or not, they 
may be depended upon to see to it that 
the banks taking out such currency re- 
tire it promptly when the need has 
passed. 

Of course, this does not go far 
enough to suit those who want to see 
our banking system entirely reorgan- 
ized, but if adopted it will make it im- 
possible in the future that solvent 
banks should suspend payment in a 
crisis, and it will make it impossible 
that the wheels of commerce should 
stop or the factories be shut down be- 
cause currency can not be furnished 
for the payrolls. When we have done 
this, we shall have removed the only 
really dangerous feature of our system. 


Nothing But a Central Organization Will Meet the 
Requirements of this Country 


By Rosert Warprop, PresipENT Peoptes NationaL BANK, PirrspurGu, Pa. 


AS to needed bank legislation, I be- 

lieve the plan suggested in the 
report of the National Monetary Com- 
mission embodied the right principles; 
the only question is in regard to the 
details. 


We must accept the fact that noth- 
ing but a central organization will meet 
the requirements of this country. We 
certainly should profit by the experi- 
ence of older countries which have 
adopted the central feature. 


A Scientific Centralization of Reserves Necessary 


By Davin R. Forgan, Presipent Nationa City Bank, CHIcAGo. 


HIS is the only civilized country 
that experiences periodic panics. 
Three years ago the Government ap- 
pointed the National Monetary Com- 
mission for the purpose of finding out 
why this is so. 

After a most exhaustive study of the 
subject, and after taking counsel with 
the highest financial authorities of all 
the leading countries, including our 
own, the Monetary Commission has 


prepared a bill which in their judg- 


ment will prevent future panics. The 
bankers of this country are almost 
unanimously in its favor. Discussion 
may disclose some minor changes as to 
details or organization which should 
be adopted, but some bill providing for 
the scientific centralization of reserves 
as a basis for an elastic currency and 
credit system must be passed if this 
country is to cease to bear the unen- 
viable reputation in regard to panics 
which it now has. 
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The simple fact is that there is a 
scientific centralization of reserves 
which is well established and recognized 
by all competent authority, and which 
has been adopted by all of the lead- 
ing commercial nations, excepting the 


CURRENCY 


LEGISLATION 305 
United States, and the sooner we fall 
into line, and profit by the universal 
experience of the financial world, the 
better it will be for all classes and 
conditions of the inhabitants of this 
country. 


Make the Bank Circulation More Flexible 


By Locan C. Murray, Presipent American Nationat Bank, Lovis- 
VILLE, Ky.; Former PresipentT AMERICAN BANKERS’ ASSOCIATION. 


I’ is needless to go into the valuable 

suggestions contained in the Na- 
tional Reserve Plan. There is much 
that is extremely beneficial to be ac- 
complished by a simple plan of reduc- 
ing the bond-covered circulation—the 
increase in commercial credits to a rea- 
sonable amount—and a plan for its be- 
ing done without elaborate machinery. 
I think the Aldrich-Vreeland law, 
which will expire in 1914, ought to be 
re-enacted as the five hundred millions 
of circulation to be issued above bond- 
secured circulation now in existence is 


a valuable safeguard, and I would sug- 
gest that law should be amended so 
as to make commercial paper to a lim- 
ited amount more available for use as 
a basis for circulation. 

A plan for buying of two per cent. 
bonds by the Government at par is very 
desirable; and the taking away of Gov- 
ernment deposits in national banks is 
an undesirable suggestion. 

At all times, a bank ought to have 
some method of obtaining additional 
circulation for use in times of crisis. 


Breaking Down of Credit Machinery Due to Faulty Laws 


By J. C. Ainswortu, Presipent UNITED States NATIONAL BANnk, 
PorTLAND, OREGON. 


ie my judgment there is no subject 
of 


greater importance to be 
brought before our new Administration 
than this reform of our banking laws. 
Ninety per cent. of the business of 
this civilized country is done on credit, 
and when this piece of machinery is in 
perfect working order everything runs 
smoothly and business prospers; but 
when the machinery breaks down, seri- 
ous evils follow, and this breaking 
down is entirely due to the faulty laws 
under which we operate. As often 
stated, we have a fair-weather bank- 
ing system. Such troubles as occurred 
in 1907 can and should be prevented, 
for they are a disgrace to any civilized 
nation. 
The needed legislation summed up in 


a nutshell would call for, first, a cen- 
tral reserve under Government con- 
trol, which could be used in time of 
need rather than individual reserves in 
the vaults of each of our 25,000 banks, 
which by the nature of things cannot 
be used when most needed; second, an 
elastic currency, backed by the banks’ 
best commercial paper, which could be 
used to move our crops and supply any 
legitimate demand, and relieve, rather 
than aggravate, matters in time of 
trouble; and, third, the creation of a 
central market for the sale or discount 
of commercial paper. 

The above are the three salient 
points of a very carefully-worked out 
system proposed by the National 
Monetary Commission and should by 
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all means be put into operation by our 
new Administration, and the only rea- 
son it has not heretofore become a 
law is because of the fear of many 
good Americans that the system might 
be misused by politicians, or by the 
moneyed interests, a fear that in my 
judgment is absolutely groundless. 
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The actual gold reserves of our 
country are equal to the combined 
holdings of Germany, France and Eng- 
land, and with proper laws this coun- 
try would not only become the money 
center, but should control the com- 
merce of the world. 


Supports the Recommendations of the Monetary 
Commission 


By A. V. Hunter, Presipent First Nationat BANK, DENVER, Co Lo. 


HAVE for many years felt that the 

banking system of this country 
should be modified to accord with the 
needs of our growth and development, 
and feel that the Aldrich-Vreeland Act, 
now on our statute books, has gone a 
long distance towards averting the ini- 
tial severity of a panic. To my mind, 
however, the legislation should be am- 
plified and extended and I believe the 


present recommendations of the Na- 


tional Monetary Commission constitute 
the most attractive and beneficial solu- 
tion at this time. The sincere effort of 
the commission as evidenced in its bill 
to safeguard all interests is apparent, 
and the representation to the West 
truly generous. I trust that Congress 
may see fit to pass this bill in its en- 
tirety, and will gladly work to effect 
that end. 


Present System Does Not Measure Up to the Needs 
of Trade and Commerce 


By Hon. A. F. Dawson, Presmwent First Nationat Bank, Daven- 
Port, Iowa; Former MEMBER OF CONGRESS. 


F the United States is to go forward 
as a great commercial nation, we 
must have a monetary system that will 
measure up to the demands of modern 
business, and which will automatically 
adjust itself to the needs of trade and 
commerce in its seasons of variation. 
We do not have such a system now. 
The present system performs its func- 
tions well under normal conditions, but 
it fails completely when any unusual 
demand is made upon it. Congress 
owes it to the country and to itself to 
establish a system that will assure the 
transactions of the rapidly increasing 
business of the nation with safety and 
security. 
My own opinion is that we should 


have a system which will provide (1) 
such elasticity as will respond to the 
varying needs of business at different 
seasons of the year, and as carefully 
safeguarded against inflation as against 
stringency; (2) the association of all 
banks into a nation-wide system, rather 
than one of scattered units, to obtain 
unity and coéperation; (3) the unifica- 
tion of bank reserves so that they can, 
in time of stress, be made available 
where most needed. 

The need for providing such a per- 
manent system will soon be imminent. 
It will be remembered that the so- 
called Aldrich-Vreeland Emergency 
Currency Act of 1908 expires by limi- 
tation in June, 1914. That act, I be- 
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lieve, protects the nation against a re- 
currence of the melancholy experience 
of 1907, and it is the plain duty of 
Congress to provide a permanent sys- 
tem, as good or better than this tem- 
porary one, before June of next year. 

In addition to reform of the curren- 
cy system, there should be revision of 


The Enervating 
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the National Bank Act, to lift the 
handicap which national banks in agri- 
cultural sections are now under in com- 
peting with State banks. National 
banks should at least have the privilege 
of making real estate loans and per- 
forming certain functions of trust com- 
panies and savings banks. 


Blight of Politics 


By B. F. Davis, Presipent Ciry Nationa Bank, LAnsine, Micu. 


S to the need of bank legislation of 
some kind, all agree; but just 
what it should be is the rub. 

When so many experienced minds 
differ as to the proper remedy it would 
be sheer temerity on my part to at- 
tempt to struggle with the complex 
problem. But we want something dif- 


ferent from what we have and 
want it speedily. 

If Congress would awaken to the im- 
portance of enacting a law with the 
urgent needs of the country only in 
view, i. e., entirely divorced from the 
enervating blight of politics, we would 
get it. But can we expect so much? 


now 


Greater Elasticity of the Currency Needed 


By Sigo Myers, PresipeENt NATIONAL BANK or SAVANNAH, SAVANNAH, Ga. 


REATER elasticity of the currency 

is needed. Indeed, it is impera- 

tive if we are to make our banking sys- 
tem panic proof. 

There is, it is true, difference of 
opinion as to the plan of accomplishing 
this object, but judging from the al- 
most unanimous vote by which the Al- 
drich plan, as modified by the amend- 
ments suggested by the executive coun- 
cil, was approved by the American 
Bankers’ Association at New Orleans, 
there would appear to be substantial 
agreement among bankers that the 
plan would be effectual. That no ac- 
tion was taken in the matter by the as- 
sociation at its late meeting is no indi- 
cation of a change of sentiment or 
abatement of interest, for the reason 
that the officials of the association are 
cooperating with the National Citizens 
League, and with trades bodies, which 
are now actively promoting the work. 

It is generally agreed that some 
agency other than the Government is 


required to furnish a currency which 
shall be so elastic as to respond auto- 
matically to the needs of business, and 
which shall be so secure that it will be 
universally accepted at its face value, 
as are now the bond-secured circulating 
notes. 

The broadening of the discount mar- 
ket so as to provide some form of com- 
mercial bills of exchange, which shall 
conform substantially to the prime bills 
of England and the Continent, is a 
matter provided for in the Aldrich 
plan, and on which a large majority of 
bankers are agreed. 

With so many points of agreement, 
it would appear to be entirely prac- 
ticable to get together on a plan to ac- 
complish the needed reforms. 

In my opinion, the Aldrich plan with 
some modification is the most feasible 
yet presented. It will not be denied 
that any plan, to meet the requirements 
of the country, must provide some cen- 
tral agency, some codperative bank or 
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national clearing-house where the re- 
serves of banks can be concentrated so 
that they may be readily available any- 
where in time of emergency. 

The Reserve Association for which 
the Aldrich plan provides seems to me 
to meet the condition. It would be 
owned and controlled by banks, and the 
plan most ingeniously provides against 
the wresting of this control from them 
by “big business,” politicians or any 
other selfish interest. 


The Democratic party which has 
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just elected its candidate for President 
increased its majority in the House and 
secured control of the Senate, has both 
great responsibility and splendid op- 
portunity. Providing a sound banking 
system is equal in importance to the 
revision of the tariff. As a lifelong 
Democrat, I earnestly hope that my 
party, which is now coming into power, 
will render to the country the ines- 
timable service of providing a banking 
system which will make panics im- 
possible. 


Country Has Outgrown the National Banking System 


By Epwarp W. Lane, Presipent ATLANTIC NATIONAL Bank, 
JACKSONVILLE, Fa. 


HE national banking system was 

good in its day, but the country 
has outgrown it, and, therefore, the 
adoption of some improved monetary 
system is advisable. 

In my opinion the Aldrich bill is the 
soundest, safest and sanest bill per- 
taining to banking and currency that 
has ever been presented before the 
American people; and it should be en- 
acted into law with a few minor 
changes. I understand that the Aldrich- 
Vreeland Currency Law will expire 


within the next few months, which 
makes more important the passage of 
the Aldrich bill with as little delay as 
possible. 

We are in the midst of great indus- 
trial activity, and such activity means 
heavy burdens upon the banks. This 
fact emphasizes the need for the adop- 
tion of a currency system of greater 
elasticity than that which we now have; 
and it behooves our Representatives in 
Congress to vote on this measure re- 
gardless of party and politics. 


Legalization of the Means Adopted in 1907 


By J. M. Exvuiotr, Presipent First Nationat Bank, Los ANGELEs, CAL. 


HAT banking legislation is im- 
peratively needed we all believe, 

but it seems that anything suggested 
by a banker is considered as of no 
weight by our legislators. In fact, pro- 
posed remedial legislation of the very 
highest order and from the brightest 
minds in the banking business in the 
United States seems to be only set up 
for criticism and rejection by those 
who make our laws. I had hoped that 
the idea that has obtained for many 
years, that bankers were grasping and 
that any legislation suggested by them 


was naturally in their own interest ex- 
clusively, had been disproven by the 
course of events, but it seems that feel- 
ing still lingers. After 1908 I had 
hopes that something would be done. 
These hopes have not been fulfilled, 
largely I think because financial legis- 
lation, instead of being considered on 
its merits, has gotten into politics and 
anything good suggested by one side 
is immediately rejected by the other. 

the 


° . . . sal 
legalization of the means so universally 


Practically, what we want is 
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Though technically 
an infraction of the law, the authori- 
ties. taking into consideration the ur- 
gency of the case, allowed it to go by 


adopted in 1907. 
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without reproof, on the same basis, I 
presume, that the Bank of England 
has in cases of disturbance gone be- 
yond its charter limits. 


Present Banking System Without a Head 


By Ricuarp P. Joy, Presipent NATIONAL BANK oF CoMMERCE, Detroit, Micu. 


Ove present banking system is with- 
out a head and individual banks 
must turn to other more fortunate in- 
dividual banks (providing there are 
any such in time of panic) in financial 
centers in order to rediscount paper or 
borrow money in time of trouble. 

Under our present system the great 
bulk of the reserves of city and coun- 
try banks are kept in New York banks 
and loaned out on stock exchange col- 
lateral on call. This encourages specu- 
lation, particularly when call money 
rates are low. 

Our present bond-secured currency is 
a relic of Civil War days and the law 
was enacted in order to create a mar- 
ket for Government bonds in 1863. 

As over ninety per cent. of the coun- 
try’s business is done by the passing 
of checks which are a form of un- 
secured currency, it would seem that 
some method could be devised whereby 
currency could be guaranteed in some 


manner other than by bonds and yet be 
perfectly safe. 

When banks desire a temporary loam 
to tide over an emergency, it would 
seem that a bankers’ bank should be 
created where country banks could re- 
discount paper or borrow money; in 
other words, create credit. 

When business credit is over-extend- 
ed, we need to temporarily expand 
credit as well as currency to avoid a 
panic and some form of taxation could 
be devised, in my opinion, which would 
automatically contract both credit and 
currency and thus avoid over-expansion. 

We need legislation in order to avoid 
panics which are an economic waste 
bearing heavily on both labor and capi- 
tal. 

If legislation is not forthcoming, it 
might be possible to incorporate a bank- 
ers’ bank under our present Federal 
law, whose function would be to care 
for the requirements of other banks. 


A Specific Programme for Banking and Currency Reform 


By Gen. W. R. Hamsy, Presipent Citizens BANK AND Trust 
Company, Austin, TExAs. 


UR banking and currency laws 
should be amended so that State 
banks. which now have so large a part 
ot the banking capital of the United 
States. may, under proper restrictions, 
enjoy some of the benefits of national 
legislation. 

Currency associations, under nation- 
al charter, with all the functions now 
exercised by clearing-houses, should be 
authorized and when necessary to pro- 
tect the public credit should have au- 


thority to obtain relief legally and 
promptly. 

A currency board should be created, 
clothed with such powers and functions 
as may be necessary to regulate and 
control banks and currency associations, 
and with authority to maintain the 
proper balance between credits and 
currency. 

All currency should be uniform in 
appearance and design and should not 
bear the name of any bank or other in- 
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signia upon it and should be emitted 
by the Government. When issued 
through currency associations or to 
banks direct it should be supported by 
a strong reserve and every bank should 
be made an auxiliary to protect the 
gold in the Treasury. 

The organization of associations 
should be authorized whose activities 
would be restricted to dealing in com- 
mercial paper, foreign and domestic 
exchange and similar lines of finance 
and with authority to conduct the busi- 
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ness in foreign countries as well as in 
the United States. 

Banks should be prohibited from 
paying interest on bank balances and 
from making loans when reserve is be- 
low the legal requirement. The law 
should require bank officers not only to 
be men of integrity and morality, but 
of experience in the banking business, 
and they should be prohibited from 
using funds of the bank except under 
stringent conditions. 


For a Central Bank 


By Epwarp P. Metcatr, Presipent ATLANTIC NATIONAL BANK, 
Provivence, R. I., Former Nationa BANK EXAMINER. 


WE should have, in my opinion, a 

central bank, with possibly 
four branches, to represent the differ- 
ent sections, to which smaller banks 
may have recourse in time of need and 
obtain credit or currency for their re- 
discounted commercial paper. Inabil- 
ity to obtain such rediscounts, under 
our present system, is a serious incon- 
venience to banks quite often even un- 
der ordinary conditions and in time of 
panic both the banks and the people 
are constrained to hoard currency, 
thus greatly aggravating the difficul- 
ties incident to a monetary panic. 
With a central bank of rediscount, 


trouble of this character would dis- 
appear. 

While favoring a central bank of 
rediscount to which banks might ap- 
ply when necessary, I believe in a sys- 
tem of asset bank currency, provided 
the issue of such a currency is care- 
fully safeguarded and an_ efficient 
method of redemption put into effect. 
The experience of the New England 
banks in issuing currency prior to the 
establishment of the National banking 
system seems to warrant the conclusion 
that a properly-devised system of asset 


currency is not impracticable. 


Favors Monetary Commission Plan, Slightly Modified 


By Ouiver J. Sanps, Prestipent AmertcAn Nationat Bank, Ricumonp, VA. 


I AM thoroughly convinced that some 
immediate action should be taken in 
regard to our currency and banking 
system, and I am also of the opinion 
that the plan proposed by the Mone- 
tary Commission, with slight modifica- 


tions, is what the country needs. 
What is politically possible is another 
thing. It may be that we will have to 
be satisfied with some slight modifica- 
tions in our present banking system. 


If this is true, it would seem that the 
privilege should be given to national 
banks to issue additional circulation to 
the amount of capital, the additional 
circulation to be a first lien upon their 
assets. 

The present National Bank Act 
should be amended in this particular, 
and the tax upon this additional circu- 
lation should be made reasonably high. 
and its issuance restricted so as to pre- 
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vent inflation, but not so restricted as 
to make it a reflection upon the credit 
of an institution taking advantage of 
the privilege. 

The South particularly is dependent 
upon other sections of the country for 
about half of each year for the capital 
necessary to produce, harvest and mar- 
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ket its crops, and it would give this 
growing section of the country a great 
impetus, if its people knew beyond 
question that it would be possible each 
year for the financial institutions of the 
South to take care of their legitimate | 


business needs. 


Remedial Legislation Needed Prior to June 30, 1914 


By C. A. Hinscu, Presipent Firtu-Tuirp Nationat Bank, Cincinnati, O. 


‘THE main defect in our banking sys- 
tem is the rigidity of our national 
bank note issues. 

The law should be so amended as to 
provide more elasticity, so that in times 
of plenty our circulation will automat- 
ically be reduced, and in times of 
money stringency will respond to the 
varying needs of commerce. 

The Canadian banks are allowed to 
increase their circulating medium dur- 
ing the crop-moving period, on which 
they pay a tax to the Dominion Gov- 
ernment. 

It seems to me that some provision 
of that kind in this country could be 
worked out on simple lines. If this 


additional circulation was taxed a low 
rate at the beginning of the season, so 
as to induce the best banks to take it 
out, and the tax were to be increased 
each month, it would, without doubt, 
force its retirement after the special 
stress, incident to the crop-moving 
period, was over. 

It should be borne in mind that the 
Vreeland-Aldrich bill was passed as a 
temporary expedient, and as the meas- 
ure will expire on June 30, 1914, it is 
absolutely necessary for some legisla- 
tion to be enacted prior to that time, 
to give business the protection it should 
have in time of financial stress. 


The World’s Best Banking System 


By A. J. Frame, Presipent WAvuKEsHA NaTIONAL Bank, WAvuKESHA, WIs. 


Flirty years ago the United States 

was a house divided against itself. 
Its credit abroad was broken. Specie 
payments were suspended. The North- 
ern statesmen conceived the great Na- 
tional Bank Act, to the end that Unit- 
ed States bonds might be sold to obtain 
the wherewithal to prosecute the war. 
To make a market for the bonds, the 
national banks were permitted to issue 
currency based on these bonds. The 
ends seemed then to justify the means. 
History records the fact that, as to its 
banking functions, that act has devel- 
oped the safest system for the deposi- 
tor and at the same time has developed 


the best all-around banking system the 
world has ever known, the monopolistic 
branch banking advocates to the con- 
trary notwithstanding. We all admit 
that for permanent uses the right to is- 
sue vast quantities of currency based on 
bonds has outlived its usefulness. The 
national banks get one per cent. 
profit out of it, and it is, there- 
fore, a special privilege not 
enjoyed by other banks. Under 
the operation of the so-called Gresham 
Law the world’s standard of gold and 
silver, these metals were either exported 
or hoarded during the war. Our credit 
was at so low an ebb in 1864 that it 
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took $2.80 in currency to buy $1 in 
gold. Time has remedied this defect. 
Our nation is reunited; our credit re- 
stored; specie payments resumed; our 
progress seems to know no bounds; be- 
cause of a superabundance of silver 
bullion, silver except for subsidiary 
purposes has been demonetized; gold 
alone has become the standard of civ- 
ilized nations; the world’s stock has 
increased as much in the past twenty- 
five years as it did in the previous 400 
years; because of the maxim that “rich 
countries will have all the coin they 
need, providing no impolitic act of leg- 
islation forces it out of circulation by 
the injection of inferior currencies,” we 
have, under that natural economic law, 
accumulated the largest stock of gold 
of any nation. Under that same law 
our gold stock would have increased 
much more were it not for our excess 
of inferior currencies, to wit: 750 mil- 
lions of national bank notes, 200 mil- 
lions of United States notes not cov- 
ered by gold, and 550 millions of fifty- 
cent silver dollars. 

Practically all other progressive na- 
tions have abolished the issue of cur- 
rency by banks in general. One cen- 
tral bank for each nation issues com- 
paratively small amounts, not covered 
by gold, but largely for relief under 
restrictive conditions. Under these re- 
strictions, unless covered by a sovereign 
of gold behind every pound note out- 
standing, the Bank of England cz ° is- 
sue but ninety millions of dollars of 
currency without breaking the law. The 
Imperial Bank of Germany must pay 
five per cent. tax on all issues in excess 
of 130 millions of dollars. The Bank 
of Austria bas like restrictions, and so 
on—the great bulk of such issues are 
practically gold certificates. 

The day when issuing currency 
seemed justifiable was in the dim past 
when surplus capital was sadly de- 
ficient, and coin was scarce; whereas, 
to-day, both are abundant, and, there- 
fore, the special privilege of issuing I. 
O. U.’s, which are nothing but “ficti- 
tious capital,” is unnecessary and un- 
justifiable, except as an emergency 
measure, and then only in the day of 
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stress to prevent, as far as possible, the 
calamitous conditions of cash suspen- 
sion by banks, which results in paralyz- 
ing trade and industry in all its chan- 
nels. This extra emergency currency 
should be penalized by a heavy tax to 
the end that it comes out only to relieve 
undue pressure, and to the end that it 
will automatically retire, as soon as 
pressure is over so that inflation or 
over-expansion of credit may not result. 
The claim that untaxed currency will 
retire when not needed is too absurd 
for argument. Why is it the 750 mil- 
lions of national bank notes do not re- 
tire, when not needed? The one per- 
cent. profit spells the whole answer. 
Why is it the so-called greenbacks do 
not retire, when not needed? Unlike 
the wildcat currency of early days, dis- 
trust is eliminated, and now no one 
cares for redemption in coin. Let us, 
therefore, stop further issues of na- 
tional bank notes; eliminate present is- 
sues by evolution, and not by revolu- 
tion, as that is always destructive to 
economic equilibrium. Under such an 
elimination and under natural economic 
laws, the vacuum will automatically re- 
fill with the world’s standard, gold. 
With these changes accomplished, our 
reform will be complete and we will far 
outstrip the world’s banking systems 
wherever found. 

Permit a short criticism of present 
arguments that the complex Monetary 
Commission Bill fills the void, followed 
by a simple suggestion for an effective 
remedy. 


CriticisM oF THE MoNneTARY ComMIS- 
SION PLAN. 


The Monetary Commission Bill pro- 
vides for a big central bank with fif- 
teen branches plus as many as the di- 
rectors see fit to call into being. They 
can issue 900 millions of untaxed notes 


—300 millions more taxed only 114 
per cent., then any excess above 1,200 
millions is to be taxed five per cent. 
The 1,200 millions far outstrips all Eu- 
rope’s uncovered currency. It spells in- 
flation. In the five per cent. taxed 
currency alone lies true flexibility, and 
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this is the only question needing a so- 
lution. They accept deposits taken 
from present national bank cash re- 
serves, and then loan fifty per cent. of 
the whole pot, in normal times even, 
in direct competition with the inde- 
pendent banks of the country. These 
central banks dissipate the reserves in 
normal times, thus defeating the very 
object sought, a full reservoir with 
which to allay distress. 

Again, in the face of the fact that 
our great pyramid of credit is beyond 
conservative bounds now, as indicated 
by the report of the Comptroller of the 
Currency that our whole banking power 
exceeds that of all Europe combined; 
that our “loans and discounts” total 
about 18,000 millions of dollars, di- 
vided approximately as follows: 


In various kinds of bonds 
In mortgage loans 
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Adam Smith’s “Wealth of Nations”; 
read our own “History of Banking in 
all Nations”; read Sumner’s “History 
of American Currency,’ or Hon. An- 
drew D. White’s “Fiat Money in 
France”; read the warnings of the 
greatest political economist of our time, 
Paul Leroy Beaulieu, of Paris, who 
says the whole world’s credit is over- 
expanded to-day, and this warning is 
corroborated by practically all of the 
chief conservative editorial writers of 
our great financial journals and maga- 
zines. Is not the Titantic disaster an 
object lesson, not to press on more 
steam? The barometric signal of high 
interest rates is the true warning that 
optimism has outrun conservatism. 

To bolster up their arguments, one 
member of the Monetary Commission 


In various collateral and time loans 


In quick, liquid commercial paper 


I say, in the face of these facts, why 
should this bill provide that the 7,400 


national banks be allowed to loan their 
credit on acceptances, when there are 
three-fourths of the “loans and dis- 
counts” in non-quick assets, and but 
one-quarter in live paper? I warn all 
our correspondent banks that they will 
lose our account, and others, too, the 
moment they enter this brokerage field. 
It is not legitimate nor conservative 
banking. 

In all seriousness, do not the forego- 
ing provisions of the bill simply spell 
monopoly, inflation and over-expan- 
sion of credit, bordering on bubble- 
blowing? 

With the knowledge that we are all 
seeking some simple method of relief, 
to let us down easy when we are flying 
too high, are the monopolists trying to 
undermine the great, independent bank- 
ing system, and the non-conservatives 
trying to blow more bubbles? Are not 
those easy methods of further expand- 
ing credit, panic-breeders, instead of 
panic-preventers ? 

Is not the handwriting now upon the 
wall warning us against further ex- 
pansion of credit? I beg of you, read 


preaches broadcast the doctrine as to 
bank panics that “all other great na- 
tions have been exempt for practically 
half a century.” Eminent bank- 
ers publicly proclaim that “ours is the 
only great banking country that suf- 
fers from money panics.” These gen- 
tlemen doubtless mean that in the oth- 
er great nations cash suspensions by 
banks generally have been avoided in 
the past fifty years, but the general 
public, including many great dailies of 
the United States, have absorbed the 
erroneous impression that panics do not 
occur abroad. Briefly, let us see if 
these fine distinctions of “‘bank” and 
“money panics” are justifiable, within 
the past fifty years, all within my 
clear recollection. 

According to the “History of Bank- 
ing in all Nations,” and other authori- 
ties; 

In 1866 Overend, Gurney & Co., 
bankers, of London, failed for fifty 
millions of dollars. Many otber banks 
failed for 200 millions more. Banks 
generally in Great Britain practically 
stopped discounting. 

In 1878 The City of Glasgow Bank, 
with 131 branches, went down owing 
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seventy millions of dollars. Also The 
West of England and South Wales 
Banking Co., with forty to fifty 
branches, for twenty-five millions. 
These, with other bank failures, car- 
ried the liabilities to over 100 millions. 
The “American Encyclopedia” dubbed 
these failures “almost a national disas- 
ter.” (The deficiencies of these two 
banks exceeds the losses to all the de- 
positors of all the national banks since 
the system was inaugurated.) 

In 1890 Baring Bros. of London 
failed for 105 millions of dollars. 
Other failures occurred. The Bank of 
England borrowed of the Bank of 
France and the Imperial Banks of 
Russia and Germany twenty-five mil- 
lions of gold. It issued extra bank 
notes thereon, and jointly with a guar- 
antee of the great banks of Britain 
the Barings were liquidated, thus 
avoiding a world-wide upheaval. (Mark 
the fact that the temporary use of ex- 
tra currency solved the trouble, but it 
was soon retired and normal conditions 
were restored as to currency issues.) 


In 1892-’93, in Australia, out of 
twenty-eight great central banks, with 
1,700 branches, thirteen central with 
700 or 800 branches, failed for the 
stupendous sum of 450 millions of dol- 


lars. It took years under compulsory 
time given them under Government 
edict, to restore them to normal condi- 
tions again. 

Even the Monetary Commission Re- 
ports indicate that the branch bank- 
ing system of Canada shows compar- 
atively five times as many failures as 
our national system, with a like result 
as to losses. But enough. 

When we consider bald facts as to 
panics versus hair-splitting adjectives 
that mislead the masses; when we con- 
sider that the banking power of the 
great national banking system has av- 
eraged in the half century the equal 
of any other nation, and to-day far ex- 
ceeds it; when we consider that ex- 
Comptroller Ridgely declared that the 
national system has “an unequalled 
record of soundness and safety”; when 
we consider the upheaval of our Civil 
War and the establishment of the 
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world’s gold standard, including the 
panics of 1873, 1893 and 1907, and 
still the losses under the national bank- 
ing system to depositors are but a 
fraction compared to any other system 
known, we ought all to feel proud of 
it, and all join in an honest effort to 
provide a simple and effective remedy 
against cash suspensions by banks gen- 
erally, when trouble threatens, but give 
no encouragement to inordinate expan- 
sion of credit in normal times. In or- 
dinary times banks that cannot stand 
upon their own resources, with the 
splendid network of central reserve 
banks now at our service, are weak- 
lings that are useless, as nation-build- 
ers, therefore the only thing we need 
to perfect the best banking system the 
world ever knew, and to prevent cash 
suspension by banks generally, is to 
provide 
A Siwpte Remepy. 


To my mind, the best plan is for a 
Central Reserve Bank, but without 
branches, where we can mobilize a part 
of our reserves for use when panic 
threatens in any quarter of the coun- 
try. Its operation should be like a 
full water reservoir, ready for any 
emergency, and not empty through 
loaning in competition with existing 
banks. It should be our servant, not 
our master. Extra currency issues to 
allay troubles should be penalized by 
a tax to compel its quick retirement 
after troubles are over, ready for the 
next emergency. 

If we cannot obtain the one thing 
needful, to wit., relief in the day of 
trouble, without the serious ‘defects of 
the Monetary Commission’s Bill, then 
let us amend and extend the Aldrich- 
Vreeland Act, which will attain the end 
sought, with the serious objections elim- 
inated. 

The United States Treasurer now 
holds 500 millions of currency under 
that act, subject to the command of the 
national banks, on deposit, as security, 
of State, county, city or first-class mu- 
nicipal bonds; also, through the Na- 
tional Currency Associations, based on 
commercial paper or other good securi- 
ties. The rate of interest to obtain 
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this extra currency is five per cent. per 
annum for the first month, then six per 
cent. for the next month and so on up 
to ten per cent. All the banks of the 
country hold more than 1,000 millions 
of dollars of the bonds eligible to use 
under that act. The national banks 
approximate 200 millions. The State 
banks and trust companies 250 mil- 
lions; therefore, if the State banks and 
trust companies were permitted to com- 
ply with the act, with a slight increase 
of bonds easily attainable, the whole 
sum of 500 millions of extra currency 
could be obtained directly from the 
Government at Washington without re- 
sort to the permissive powers through 
the National Currency Associations, 
This sum, doubtless, is far in excess of 
any probable necessity, as distrust and 
fright would be minimized, because 
“You got ’em, I no want ’em. You no 
got ’em, I want ’em.” As good laws 
regulating all banks now predominate 
in nearly every State, extend the 
rights to them, and as far as cash sus- 
pension by banks is concerned, it will 
be a nightmare to us no longer. 

The operation is so simple any child 
can understand it. It keeps the boiler 
from exploding. It accomplishes the 
end sought, without monopoly, inflation 
or over-expansion of credit. It pre- 
serves inviolate the splendid, indepen- 
dent banking system of the United 
States which has done wonders in our 
upbuilding. 


I am confident the moving spirits 
behind the subtle and complex Mone- 
tary Commission Bill desire to monop- 
olize the independent banking system 
of the United States. They also, con- 
sciously or unconsciously, throw con- 
servatism to the winds in advocating 
broad powers, not germane to the end 
sought. They throttle free discussion. 
An immense fund to carry their scheme 
has been freely used to “educate,” on 
one side, in favor of the cause. 

The man who claims that panics can 
be absolutely avoided either disregards 
the beacon lights of history or cares not 
for his own reputation. We can ameli- 
orate, but not absolutely avoid panics, 
as long as human error exists and na- 
ture is fickle in her gifts to man. 

I respectfully appeal to the great 
masses of thinking bankers to digest 
carefully these thoughts, and if they 
are logical join in the established 
truth, that the great National Bank 
Act, when amended, as desired by us 
all, so as to greatly strengthen the 
only weak link to the chain, we 
will add to the glory of _ the 
best banking system the world 
has ever known. Barring a few States 
without good laws, the remainder can 
justly claim for State and savings 
banks, also trust companies, approxi- 
mately a like encomium. Let us give 
the monopolists a wide berth, but pre- 
serve and improve our _ splendid 
heritage. 


Reserve Association Plan, with Modifications 


By J. Frercuer Farrety, Vice-Presipent Fort Dearsporn NATIONAL 
Bank, CuIcaago. 


AM heartily in favor of any legis- 

lation looking to the betterment of 
our monetary system. 

It is universally conceded that our 
present system is faulty, and much- 
needed reforms should be made. Our 
present system lacks stability in times 
of financial stress; it lacks cohesion, 
for there is nothing tending to com- 
bine or unite the many banking units. 


We need a currency system that is 
more elastic—one that is based on 
gold and commercial paper, properly 
secured and endorsed by good banks, a 
currency that will automatically respond 
to the needs of business at all times 
and under all conditions. 

We need some central organization 
for the mobilization of our cash reserve 
to be run independent of partisan poli- 
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tics and not subject to the control of 
any set of financiers. 

Any plan which we adopt must be 
adaptable to the different conditions 
and needs of every section of the 
United States. 
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I believe that the plan approved by 
the Monetary Commission, with few 
modifications, provides for that emer- 
gency. This, I believe, would be a 
tremendously effective measure for the 
making of good times. 


Control of the National Reserve Association 


By Joun Harsen Ruoapes, or Ruoapes & Co., BANKERs, New York. 


BJECTIONS to the proposed Na- 

tional Reserve Association have 
been based largely on the ground that 
the method of organization and man- 
agement therein contained might tend to 
render it for certain financial 
groups to get control of the institu- 
tion and use it for their own advantage 
and possibly to the public detriment. 
The following suggestions are offered in 
the belief that they will tend to obvi- 
ate objections of this character: 


easy 


Under the Aldrich plan the method 
of election of the board of governors 
of the National Reserve or Bank of 
Banks at Washington, to all intents 
and purposes, is identical with that of 
the election of the directors of the lo- 
cal associations and branches. 

I propose that this main body, in 
whose hands we American people must 
place the financial destiny of our na- 
tion, shall not be elected by the bankers 
nor by any special interest, but shall 
be singled out for that great honor and 
service by the President of the United 
States. My purpose is to adept the 
method of procedure of the appoint- 
ment of the Justices of the Supreme 
Court, who, as we know, are appointed 
for life by the President, subject to 
confirmation by the Senate. I would 
make one qualification, that the Pres- 
ident shall appoint one-half of the 
board from the eastern section of the 
country and one-half from the west- 
ern, the zones to be divided by a line 
running north and south through the 
centre of population, which line of de- 
marcation tends to move further and 
further west as the country develops. 

I propose that this board—the Court 


of Finance—shall be reduced from the 
unwieldy number of forty-five, as rec- 
ommended under the Monetary Plan, to 
fourteen. Of this number six shall be 
practical bankers, one of whom shall 
be appointed to act as Governor Gen- 
eral, six shall be appointed from the 
industrial, commercial, farming and 
other interests, and two shall be aca- 
demic students of banking. There shall 
also be, as ex-officio members, the Sec- 
retary of the Treasury, the Secretary 
of Commerce and Labor and the Comp- 
troller of the Currency, making seven- 
teen in all. With the exception of the 
ex-officio members, these men shall de- 
vote themselves for life, to the exclusion 
of all other interests, through the work 
of the National Reserve, to the service 
of the nation. 

It would be outside my province to 
suggest the proper compensation for the 
members of the court, my idea being 
that compensation should come from 
the Government and be commensurate 
with services rendered. Inasmuch as 
members of the court cannot be stock- 
holders in the National Reserve—as 
only banks are eligible—I propose a 
scheme somewhat similar to that in 
vogue in Germany, whereby there shall 
be a stockholders’ committee of five, 
with whom the court shall consult from 
time to time. 

Let us now consider what objections 
will be raised. First and foremost, it 
will be said that in giving this power 
to the President we are bringing poli- 
tics into banking. Upon this point I 
have but one thing to say. If, to 
guard our constitutional interests, we 
can trust the members of the Supreme 
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Court of law to appointment by the 
President, subject to confirmation by 
the Senate, why can we not, to protect 
our financial interests, entrust to him, 
with the same safeguard, the appoint- 
ment of the members of the Court of 
Finance? 

A second objection may be this: How 
are we to persuade our busy business 
men to serve? 

If lawyers can be found unselfish 
enough, disinterested enough, to sacri- 
fice their desire for wealth to the ser- 
vice of their country, is it possible we 
have no such bankers? I cannot, will 
not, believe it. Give them the oppor- 
tunity and they will covet the privilege. 

The Court of Finance, which I pro- 
pose, is the supreme tribunal to whom 
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the American people must entrust the 
financial destiny of their nation. These 
are the men who must be above sus- 
picion. It is they who will set the 
standard of membership in the National 
Reserve, with authority to accept or 
reject an application. It is they who 
will have the power to expel. It is they 
who will control the discount rate— 
raise it to check speculation in the East 
—raise it to check speculation in the 
West—raise it when the financial seas 
are disturbed—lower it when the seas 
are calm. The question before us is not 
whether the financial destiny of the na- 
tion shall be in the hands of a few, but 
who shall be the few, and how they 
shall be made, so far as lies within our 
power, subservient to the will of all. 


Prompt Revision of Our Banking and Currency Laws a 
Question of Paramount Importance 


By Josepu G. Brown, Presipent Citizens NATIONAL Bank, Rateicnu, N. C. 


PERHAPS no question that has ever 

come before the American people 
has had such diligent and intelligent 
study as that which has been given to 
the banking and currency laws during 
the last few years. 

The most eminent financiers, leading 
economists and wisest statesmen have 
given this subject their best thought. 
It would be presumptuous in me, there- 
fore, to undertake to outline any defi- 
nite plan. 

If I were a member of the present 
Congress, however, I would regard as 
of paramount importance the prompt 
revision of our banking and currency 
laws, and with the results of recent in- 
vestigations before me, I would lose but 
little time in trying to secure the 
necessary legislation in regard thereto. 
At the same time to the preparation 
of such a measure I would give the 
very best thought of which I was capa- 
ble. In its consideration I would dis- 
card all politics, dismiss all prejudice, 
and set always before my face the im- 
perative need of a better financial sys- 
tem. 


I would not fail to place a proper 
estimate upon the work done by the 
Monetary Commission, and to recognize 
the ability of its members and their 
honesty of purpose; and I would con- 
cede to them that which I would claim 
for myself, a sincere desire to serve the 
best interests of my country. I would 
not hesitate, therefore, to avail myself 
of the material gathered by them, and 
to make use of all or any part of it that 
I felt would contribute to a satisfactory 
solution of this complex question. 

I would keep constantly in mind the 
absolute necessity of a revision of our 
currency and banking laws; the pre- 
vention of panics; the need of coépera- 
tion and conservative action among the 
banks, the concentration of our scat- 
tered reserves so that in emergency they 
might be easily available; the creation 
of some agency through which a solvent 
bank could at all times secure funds 
for the needs of legitimate trade; the 
provision for a currency that would 
not only be safe but unfailing in sup- 
ply, always available, and entirely ade- 
quate for the requirements of the larg- 
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est crops, and sufficiently elastic to re- 
spond readily to the demands of busi- 
ness; the elimination of any condition 
by which the smaller banks in the rural 
districts must be absolutely dependent 
upon the great city banks instead of 
relying upon their own prudence and 
conservatism; the justice of giving to 
all classes of banks the same privileges 
and surrounding them with the same 
restrictions; the prime necessity of a 
provision by which the products of the 
farm may be utilized as collateral as 
readily as stock exchange securities, 
and uniform interest rates to all alike. 

If in search for these things I should 
be led to some great central agency, 
such as the other great nations seem to 
have found essential, I would not even 
hesitate at this, but would brave the 
prejudices of many good people and 
agree even to this feature, making 
sure, however, of such rigid supervision 
on the part of the Government that 
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there could be.no monopolistic or polit- 
ical control. I would seek to avoid a 
central bank, but to secure some satis- 
factory medium of coéperation. 

Knowing the urgency of the need, I 
would advocate the adoption of the 
best plan that could be agreed upon, 
modifying, if necessary, my own views, 
feeling sure that in the united wisdom 
of all no unsafe measure would be 
passed; that almost any system would 
be an improvement on the present 
patchwork, and that if a bill following 
the lines of the one prepared by the 
National Monetary Commission should 
be adopted, we would have, at least, a 
basis upon which to build, and ultimate- 
ly to perfect a system that would not 
only take care of our domestic busi- 
ness, but would give to this great coun- 
try of ours the world-wide financial 
prestige and leadership to which she is 
rightly entitled. 


Lending to Officers—Interest on Deposits—Clearing- 


House Organizations 


By C. H. W. Foster, Presipent Mutuat Nationat Bank, Boston, Mass. 


O create discussion, would it not 
be well to amend the National 
Bank Act in the following respects: 
First: Prohibit the banks from lend- 
ing to any of their officers or directors, 
to any corporation or firm in which 
any such officer or director is finan- 
cially interested to an extent to influ- 
ence his decisions. 
This suggestion would not only be 
a safeguard against any improper use 
of the bank’s money, but also it will 
tend to develop banking men, pure and 
simple. That is, induce men to go 
into the business of banking as such, 
and keep themselves free from other 
occupations. We need more men who 
have been born and bred in the busi- 
ness. 
Second: Banks to be forbidden from 
paying interest on deposits in any way. 
At first thought this may seem to be 


aiding the banks in their profit earn- 
ings. Another view is that it will 
force banks to compete on a healthier 
basis. That is» it will attract custom- 
ers through the physical conveniences 
of the banks and the benefit they can 
give on their loans—a much better 
kind of competition than through the 
payment of high rates of interest for 
deposits. 

Again, it would seem as though a 
removal of payment of interest on de- 
posits will lead to cheaper money for 
the business world. Banks now figure 
that their money costs them from one 
per cent. to two per cent., and this, of 
course, must be added to the rate at 
which they lend. If their money costs 
them nothing, they can lend at a lower 
rate. If no interest is paid on depos- 
its, it may be assumed that the 
amount of deposits will be less, but the 





NEEDED BANKING AND 


amount of money in active business 
participation will be increased, and 
especially as regards actual cash, be- 
cause deposits in a bank require a cer- 
tain per cent. of cash reserve, and 
that would be free. 

Third: Trust companies should be 
made to conform to the provisions of 
the National Bank Act. 

Fourth: Construe the present rule 
in regard to lending not over ten per 
cent. of the bank’s capital to any one 
person to apply to bonds and all form 
of loans. 

Fifth: Prohibit underwritings and 
the engaging in general banking and 
brokerage business of buying and sell- 
ing securities on commission. 

Sixth: Allow banks to lend on real 
estate mortgages under proper condi- 
tions. 

Seventh: Divide the country into a 
number of financial districts, say fif- 
teen or twenty, each with a central 
clearing-house, all the banks in such 
districts to be members of this clear- 
ing-house association and each bank, 
irrespective of its size, to have one vote 
in its affairs. 

Eighth: Have each such association 
elect six men to a clearing-house com- 
mittee of seven. Have the seventh 
member, and possibly its chairman, the 
Government bank examiner for the dis- 
trict; a man of ability and experience, 
to be paid a salary large enough to 
attract a high-grade man. He should 
have such assistants and clerks as are 
necessary to conduct the examinations. 

Ninth: Have this clearing-house 
committee empowered to issue, in times 
of emergency, clearing-house notes. 
These notes should be of two kinds, 
either short time, fixed payment date 
notes, which can be sold to banks or 
individuals having money; or in time 
of shortage of actual currency medium, 
then a clearing-house currency note 
bearing a high rate or carrying a high 
tax or other device which will call it 
in automatically when conditions be- 
come normal. The security back of 
these clearing-house notes to consist of 
bonds, commercial paper or other 
assets acceptable to the clearing-house 
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committee, which can be instructed by 
the Comptroller under what rules and 
margin they can issue flexible cur- 
rency. 

If necessary closer relations with 
the Government can be established be- 
tween these clearing houses, so that 
the certificates may be of unquestion- 
able and equal value and acceptable as 
money in all places. 


Extend the Aldrich-Vreeland 
Law 


By Cuas. S. CAntwe.i, PRESIDENT 
Corn ExcuHance NATIONAL Bank, 
PHILADELPHIA, 


UR views on “Needed Banking 

Legislation” can be expressed in 

very few words. Let us alone and ex- 

tend the time for the operation of the 
Aldrich-Vreeland Law. 


A Currency System of 
Greater Elasticity 


By W. M. Lapp, Presipent Lapp & 
Titton Bank, PortLanp, OREGON. 


I THANK you for your invitation to 

express my views on needed bank 
legislation, for publication in the spe- 
cial number of your valued Macazine. 
I never have written anything for pub- 
lication. A most important need, how- 
ever, is the adoption of a currency 
system of greater elasticity than that 
which we now have. 


Circulation Based on Com- 
mercial Paper 
BY W. B. Cooper, Presipent AMERI- 


can Nationat Bank, WILMING- 
ton, N. C. 


[* seems to me that if Congress would 

allow national banks to issue circu- 
lation based on good commercial paper, 
with a fifty per cent. margin and 
proper restrictions, it would help very 
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much indeed. Certainly it would help 
bankers in the South, where the de- 
mand for money is so much heavier 
than we can supply. This happens be- 
cause the South is going ahead with 
such rapid strides. 


Emergency Circulation Se- 
cured by Well-Rated 


Commercial Paper 


By W. W. Berry, Presipent AMERI- 
caN Nationa Bank, NAsHVILLE, 
TENN. 


‘THE most needed legislation for 

banks is that Congress pass a law 
allowing all the States to issue emer- 
gency currency, relieving it of the ten 
per cent. tax and require one and one- 
half or two for one good, well-rated 
commercial paper to be put up as se- 
curity for such emergency currency 
and a graduated rate of interest 
charged according to the period of time 
outstanding. 


Care in Extending Credit 


ONTRACT or expand credit un- 
duly or improperly, said James J. 
Hill in a recent address, and the effects 
may be incomparably worse than those 
of the wildest experiments in currency 
tinkering that the world has ever seen. 
No cause has been more prolific of mis- 
fortune. 

The excessive capitalization of trusts 
and of some less spectacular enter- 
prises has much the same effect as an 
issue of cheap money. The same effect 
is produced by the increase of public 
indebtedness everywhere. The issue of 
a State, city or county bond affects 
eredit more powerfully and produces 
more directly all the effects of an in- 
crease in money volume because it is 
acceptable as collateral for nearly or 
quite its face value in credit issues. The 
whole American public is wild with 
spending. Public economy is a lost art. 
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The same fight so often made against 
currency inflation must be repeated 
against the inflation and depreciation of 
credit to which excessive expenditure 
and unwarranted borrowing inevitably 
lead. 


Scrutinizing Commercial 
Paper 


OMMERCIAL paper is so import- 
ant a part of our industrial fab- 
ric, writes George W. Simmons, pres- 
ident of the Simmons Hardware Com- 
pany of St. Louis in the Boston 
“Herald,” that I believe the American 
Bankers’ Association should establish 
some kind of a bureau of information to 
scrutinize the business of the concerns 
issuing it. In this way a great deal of 
reliable information could be placed at 
the service of those desiring to invest 
in such paper—particularly banks—in- 
formation not only as to the concern’s 
assets and current receipts, but as to the 
extent of the loans extended to it from 
various sources. Commercial paper 
would then become the most desirable 
paper any bank could buy, so far as 
regards safety. 


New York Bankers to Meet 
in Ottawa 


NNOUNCEMENT is made that the 
next annual meeting of the New 
York State Bankers’ Association will 
be held at Ottawa, Ontario, about the 
middle of June. 

Coincident with the convention there 
will be a celebration of the completion 
of a centennial of peace between the 
English-speaking peoples. 


School Savings Banks 


CHOOL savings banks in 1,149 
schools throughout the United 
States have now nearly $1,000,000 on 
deposit. ‘ 





Foreign Estimates of American 
Banking 


Our National Banking System Commended 


By W. R. Lawson, Memper Lonpon Stock ExcHaNGe anp WELL- 
Known Financia, WRITER. 


“From the producer’s standpoint, which is 
the most important point out West, the Na- 
tional banking system of the United States is, 
in my opinioen, one of the best developments of 
medern banking.”’ 


HE national banking system of the 

United States is such an essential- 
ly domestic institution that foreign 
critics feel a natural delicacy in ex- 
pressing opinions upon it. This deli- 
cacy has, indeed, been carried so far 
as to discourage close study of the sys- 
tem. And yet there is no subject in 
the whole range of American finance 
on which foreign criticism is more fre- 
quently invited. To the American 
banker no subject seems to be more in- 
teresting—we might almost say fasci- 
nating—than comparisons between 
British and American banking meth- 
ods and resources. At the same time 
nothing could be more futile, seeing 
that the conditions are so widely differ- 
ent as to have very little relation to 
each other. 


Functions oF THE BANK or ENGLAND. 


If the average British banker knows 
very little about the working of the 
American national banks, the average 
American banker knows still less about 
the practical working of British banks. 
He is most of all astray as to the spe- 
cial and peculiar functions of the Bank 
of England. Judging these by their 
results, which represent the very max- 
imum of effect obtained from the min- 
imum of cause, he invests them with 
ideal and almost miraculous powers. 
What he cannot see, because so much 
of it lies under the surface, is that the 
Bank of England is never entirely de- 


pendent upon its own powers and re- 
sources. It enjoys the help and 
coéperation of a surrounding network 
of other banks, foreign as well as Brit- 
ish. In emergencies the whole network 
can in some way be brought into line 
and made to act together. The vari- 
ous banks composing it, however much 
they may differ from each other in 
their individual lines of business, have 
a common interest which draws them to- 
gether and harmonizes them. 

This is the secret of the Bank of 
England’s power and it is due quite as 
much to the bank’s surroundings as to 
its individual merit. The combination 
is one which could have been formed 
only in London and which is required 
only there. It would be useless as well 
as vain to attempt to reproduce it else- 
where. Its essential condition is that 
London has become the centre of the 
world’s international banking and com- 
merce. It performs that function so 
fully and adequately that no second 
centre of the same kind is needed. 
Least of all is it needed in New York 
or any American city where banking 
conditions are entirely different from 
those of Europe. 


DEVELOPMENTS OF 
BANKING. 


DistTINcT 
MopEerN 


Two 


In the evolution of modern banking 
two distinct developments are observ- 
able—one in the old world and the 
other in the new. The old world bank- 
er has to act specially for distributors 
and consumers, while the new world 
banker has to act for producers. His 
duty is to assist the food grower, the 
cotton grower and the mine owner to 
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raise their produce and bring it to mar- 
ket. The test of his efficiency as a 
banker is the economy and rapidity 
with which he can perform these ser- 
vices. His work begins at home and 
ends in London. When he gets the 
produce of his district landed in Eu- 
rope and converted inte a London 
credit, his part of the process is fin- 
ished 

His success as a banker is to be 
judged chiefly by this standard and 
when we apply it to the national banks 
of the United States they must be ad- 
mitted to stand the test very creditably. 
They have been of incalculable ben- 
efit to American industry in facilitating 
production of all kinds and still more 
in accelerating distribution. 
LocaLizaTION oF AMERICAN Banks. 

Without sitting down and thinking it 
out carefully, one cannot realize the 
economic effect of more than seven 
thousand national banks on the opera- 
tions of ninety millions of people 


spread over three million square miles 


of country. The chief objection made 
to them, that they are small and high- 
ly localized, is rather carping criticism. 
Their localization may be a defect in 
one sense, but it is a great virtue in an- 
other. Originally it was not merely a 
virtue, but an absolute necessity. Half 
a century ago, when the national bank- 
ing system came into existence, local 
banking was the most urgent need of 
the country. Banking pioneers were 
wanted to go out West along with the 
railway pioneers, the farming pioneers, 
and the mining pioneers. To have ex- 
pected New York or any Atlantic city 
to do this kind of work would have 
been absurd. They had quite enough 
to do to carry on their own local trade 
and manufacturing. 

They could not even finance the mod- 
erate exports and imports of those 
days. Foreign banking was a distinct 
business controlled almost entirely by 
foreign houses. 

It has been the local banker that has 
helped to open up the country. He 
made farming possible on the prairie, 
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the farmer in his turn made the rail- 
ways possible, and all three working 
together created the great West as we 
have it today. In this advanced stage 
of such a magnificent evolution is it not 
rather ungracious to forget the past 
services of the national banks and de- 
mand of them qualities which were 
never contemplated in their original de- 
sign? They cannot be at once Ameri- 
can and European. The fluidity and 
elasticity of credit which are essential 
in London ought to be secondary con- 
siderations in lowa or Nebraska. There, 
the predominant consideration should 
be safety, and that, I think, is very 
fully provided for in the scheme of 
the national banks. In comparison 
with the banking systems of other 
countries it has been over provided for. 


Ciose REsTRICTIONS ON THE BANKs. 


The most practical criticism which 
foreign observers have passed on the 
national banks is directed against the 
cast-iron character of their reserves. 
But this is only one of several in- 
stances in which they have suffered 
from the over-legislation of their early 
days. No other banks in the world 
have been so hampered and almost 
strangled by statutory regulations as 
the national banks. From time to time 
the bonds have been relaxed and it is a 
fair question whether further relaxa- 
tion would not be safe as well as ben- 
eficial. At the outset these restrictions 
were fiscal as well as financial. The 
tax of one per cent. per annum on the 
average amount of circulation and of 
one-half per cent. on deposits and cap- 
ital stock was obviously intended for 
revenue purposes. At the end of the 
first twenty-year term when drastic 
revenue measures were no_ longer 
necessary, the tax on deposits and on 
capital stock was repealed, but the cir- 
culation still remained taxed. 

Considering the invaluable 
which the national banks rendered to 
the Government at the greatest crisis 
of its life it hardly seems grateful to 
reward them with differential taxes. 
For taxing their circulation there is all 
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the less excuse since it yields them 
practically no profit. Their note is- 
sues are, as a rule, only a matter of 
prestige. They have a_ sentimental 
rather than a practical value to the is- 
suing banks. It is, in fact, infinitesi- 
mal compared with their value to the 
public and to the Government itself. 
Probably few Americans are aware that 
two-thirds of the credit currency in the 
United States—that is, the currency 
not based on gold or silver—is pro- 
vided by the national banks. Their 
share amounts to nearly $700,000,000 
as against $346,000,000 of United 
States notes. This huge volume of pa- 
per money not only costs the State 
nothing, but it has been the direct 
means of enhancing the national credit 
to an extent which has no parallel else- 
where. 

To tax a benefaction of that sort 
and at the same time to hamper by ar- 
tificial restrictions the business of the 
taxpayer seems strange in a country 
where industrial enterprise is so warm- 
ly encouraged as in the United States. 


Half a century ago there may have 
been a good deal to say for twenty- 
five per cent. reserves on circulation 


and deposits. Up to that time the 
banking record of the country had not 
been particularly good. Without strong 
and definite guarantees for safety the 
notes of the new national banks might 
not have been freely taken, consequent- 
ly no large amount of them could have 
got into circulation. This would have 
been an even greater misfortune for 
the Government than for the banks 
themselves. The founders of the na- 
tional banking system were, therefore, 
justified in making the best possible 
provision against it. But after the 
banks were thoroughly established and 
their notes had got into universal cir- 
culation the swaddling clothes of their 
infancy might have been very wisely 
unloosed. 

The question of the present day is 
whether the hard and fast reserves re- 
quired of the national banks are really 
necessary. It is speciously argued that 
they do more harm than good, but the 
worst of such discussions is that there 
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is sure to be exaggeration on both 
sides. It may be doubted whether the 
national banks even if they had a free 
hand could let their reserves run down 
much lower than the present statutory 
limit, which for the smaller banks ay- 
erages probably eighteen or twenty 
per cent. of effective cash. The 
monthly statement of the London 
clearing banks shows cash reserves 
ranging from fourteen to seventeen 
per cent., which is, consequently, not 
much below the effective level of the 
national banks. 

The people who have the best right 
to be heard on this question are the 
customers of the banks. It affects 
them in two ways. Large cash reserves 
ensure the safety of their deposits, but 
on the other hand they diminish the 
working resources of the banks and 
thereby tend to make money dearer. 
The latter is the real grievance of the 
trader, British as well as American. It 
is as rampant in London as in the 
Western States. In both cases, and, in- 
deed, in all similar cases, the ultimate 
form of money (namely, gold) is only 
to be got by raising the price at which 
it can be borrowed; in other words, 
the rate of interest. When the western 
farmer complains of having to pay on 
an average eight per cent. for the 
money he borrows while the Bank of 
England rate averages only half as 
much, he is not aware that he is com- 
paring entirely different things. British 
farmers are not able to borrow from 
the Bank of England at four per cent.. 
or, indeed, at any price. The Bank of 
England deals only with the highest 
class of borrowers who can put up the 
best of gilt-edged collateral. Down in 
the provinces the British farmer pays 
at least six per cent. for overdrafts 
and can get only a very limited: supply 
at that rate. Taking all things into 
consideration the western farmer is 
more liberally treated by his local bank 
than the British farmer is. From the 
producer’s point of view, which is the 
most important point out West, the 
national banking system of the United 
States is, in my opinion, one of the 
best developments of modern banking. 
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Time for Action 


By G. M. Botssevain, DistinevisHep Financia, Autuority, AMSTERDAM, 
Ho.ianp. 


BEING asked for an expression of 

his views on American banking, 
Mr. G. M. Boissevain, a distinguished 
financial authority of Amsterdam, Hol- 
land, excused himself on the ground of 
ill-health, but adds this sententious ob- 
servation: 


“I must frankly say that, after all 
that has been written in the past few 
years, both in the United States and 
abroad, on your banking system, I 
don’t know how anything new could 
be said now, only this: We have talked; 
it is time now for action.” 


The American Bankers’ Association 
and Currency Reform 


By Freperick E. Farnswortu, GENERAL SECRETARY, AND SECRETARY OF THE 
AssocIATION’s CURRENCY CoMMISSION. 


HE early years of the association’s 
history were those of readjust- 
ment after the panic of 1873, and of 
discussion which preceded the passage 
of the Bland-Allison Silver Act of 
1878. At that time the banks were 
handicapped by oppressive war taxes 
which continued to be imposed upon 
them for years after they had been 
removed from other forms of business, 
and chief among the problems then be- 
ing discussed was whether they should 
assume the added burden of providing 
for the resumption of specie payments. 
Although it meant a severe strain upon 
their tax-burdened institutions, the rep- 
resentative bankers of the country 
placed themselves on record at the first 
three American Bankers’ Association 
conventions as favoring it. Had the 
New York banks alone presented for 
payment the legal tenders which they 
held, resumption would have been, if 
not impossible, at least improbable, 
and their influence in assisting rather 
than retarding specie resumption re- 
ceived a well-merited acknowledgment 
at the convention of 1879 from Hon. 


John Jay Knox, then Comptroller of 
the Currency. 


OpposiITION oF BAaNkKs TO FREE SILVER 
AND GREENBACKS. 


During the eighties the banks were 
in great disfavor because of their op- 
position to the leading public issues of 
silver and greenbackism. Predictions 
by the association of coming disaster 
from the compulsory coinage of silver 
dollars under the act of 1878, the ap- 
pointment of a commission to study the 
subject, repeated resolutions against 
such coinage, and political pressure up- 
on Congress to discontinue it, only in- 
creased the criticism. The sensational 
press of the day pictured the bankers 
as spending their time at conventions 
“eating bonbons and drinking wine,” 
and plotting the familiar crime of how 
to make the “rich richer and the poor 
poorer,” and many bankers in the coun- 
try feared to join the association un- 
der the fierce denunciations of many 
who failed to realize that the banks were 
helping immensely in carrying on the 
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industrial activities of the country. But 
had the banks in general not concert- 
edly withstood the fiat fallacies and sil- 
ver sentiment during the period of un- 
popularity which this policy brought 
upon them, irredeemable paper currency 
would have rendered even more unen- 
durable the conditions which culminated 
in the panic of 1893. 

When the crisis of that year made 
it necessary to postpone the annual 
convention, the executive council issued 
a circular urging the necessity for the 
immediate and unconditional repeal of 
the Sherman Silver Purchase Act “in 
the interests of those favoring a gold 
standard and of those favoring the use 
of gold with silver, as the continued 
purchase of enormous quantities of sil- 
ver with gold obligations can only re- 
sult in the final inability of the Govern- 
ment to pay gold, and in the continued 
overproduction and consequent depre- 
ciation of silver.” The panic itself 
pointed the moral and the banks of the 
country unanimously concurred in the 
adoption of resolutions strongly sup- 
porting the gold standard at the con- 
vention of the association in 1896. 
DEVELOPMENT OF SENTIMENT Favor- 
ING AsseT CURRENCY. 


Upon this gold standard background 
was being gradually outlined the prin- 


ciple of asset currency. Comptroller 
H. W. Cannon was the first official to 
suggest an additional note issue based 
on other security than United States 
bonds and in the next ten years the 
inadequacy of the existing system had 
become sufficiently apparent to elicit the 
approval of the association in 1894 of 
the so-called “Baltimore plan,” which 
provided for a circulation based on 
capital, the security of a guaranty 
fund, and an emergency issue restrict- 
ed by taxation. The wave of silver 
sentiment obliterated this, however, 
and for years there was no sympathetic 
response to the able advocacy of the 
asset principle from association plat- 
forms begun in 1897, at Detroit, by 
James H. Eckels, repeated by him in 
1901 at Milwaukee, emphasized by 
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Charles N. Fowler, at New Orleans the 
following year, and later advocated in 
the reports of Secretaries of the Treas- 
ury, Lyman J. Gage and Leslie M. 
Shaw. At the San Francisco conven- 
tion in 1903, a committee suggested 
the application of the principle to an 
emergency currency based on_ the 
pledge of specific assets with the Sec- 
retary of the Treasury and the Comp- 
troller, but it was considered too literal 
an interpretation of what has since be- 
come somewhat better known by the 
term “credit currency,” as a broader 
expression for a bank note currency 
based on general assets. 


APPOINTMENT OF A CurRENCY CoMmmMIs- 
SION. 


The appointment of a currency com- 
mission of fifteen representative mem- 
bers at the St. Louis convention of 
1906 provided the association for the 
first time with an official means of ex- 
pressing the bankers’ point of view on 
currency problems. Results of the 
agency for direct action thus afforded 
became apparent in 1907 in what was 
known ‘as the “American Bankers’ As- 
sociation plan” for currency reform, 
formulated after conference with oth- 
er business interests. This plan rec- 
ommended that national banks, under 
certain restrictions, should have author- 
ity to issue credit notes equal to forty 
per cent. of their bond-secured circu- 
lation, and for an additional issue of 
12% per cent. of their capital, sub- 
ject in each case to different rates of 
taxation on outstanding issues, with 
provisions for redemption agencies and 
a five per cent. guaranty fund. As in- 
troduced into Congress in 1907 by Rep- 
resentative Charles N. Fowler it was 
known as the “Fowler Bill,” and after 
failing to pass was changed to provide 
for a prior lien on the assets of the 
issuing bank by the holder of a credit 
note, and reintroduced in 1908 by Con- 
gressman McKinney, but again met de- 
feat. 

These efforts, however, so stimulated 
interest in the question of currency re- 
form that numerous other measures of 
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varying merit were proposed, and the 
association found it necessary to take a 
strong stand against the bill of Con- 
gressman Charles N. Fowler as_ too 
radical, and that of Senator Nelson W. 
Aldrich as “impractical, unwise and 
financially unsound,” because providing 
for an additional note issue based on 
State, municipal and railway bonds. 
The opinion of the association at the 
high-handed procedure which passed 
the Aldrich Bill, after slight modifica- 
tions, was thus expressed in a report of 
the Currency Commission in April, 
1908: “We are at a loss to know what 
the bankers of the country have done 
that their advice should be set aside, 
their judgment ignored and _ their 
wishes opposed in connection with leg- 
islation directly affecting the business 
in which they are engaged. Especially 
as they regard themselves as the ser- 
vants of the public, and are fully as- 
sured that in any legislation affecting 
the circulating medium, their inter- 
ests and those of the public are 
identical; for what is _ ultimately 
best for the country is beyond 
all question best for the banks. * * * 
As bankers we claim a practical knowl- 
edge of our business which experience 
alone can give. We think that with 
such knowledge and experience we 
should be counseled and our advice 
heeded in connection with any legisla- 
tion affecting the banking and currency 
laws of the country.” 

As a compromise solution of the 
problems presented to a puzzled Con- 
gress by ninety-six banking and cur- 
rency reform bills, the existing Aldrich- 
Vreeland measure was finally adopted. 
Though admittedly unsatisfactory to 
bankers and other business men, the Cur- 
rency Commission of the association in 
its 1908 report referred to it as fol- 
lows: “In the Aldrich-Vreeland meas- 
ure, however open to criticism, Con- 
gress, by law, has recognized the nor- 
mal and legitimate assets of a bank as 
the natural and proper basis of credit 
extended to the banks in the form of 
circulating notes. The principle for 
for which we have so long con- 
tended has thus received legislative 


THE BANKERS MAGAZINE 





sanction. To this extent the labors of 
the American Bankers’ Association 
have been crowned with success.” 

Since the Aldrich-Vreeland Bill 
was recognized as merely a temporary 
expedient, the American Bankers’ As- 
sociation’s Currency Commission then 
suggested and secured the appointment 
by Congress of a National Monetary 
Commission to consider and report up- 
on the entire subject of monetary re- 
form. After a study of prevailing 
practices in other countries and a com- 
parison of existing defects in our own, 
this commission recommended the es- 
tablishment of a National Reserve As- 
sociation in a bill which is now too 
well known to require comment. When 
the plan as at first presented was found 
manifestly incomplete in certain feat- 
ures which representatives of the Na- 
tional Monetary Commission frankly 
confessed they were unable to adjust, 
the solution of the problem was as- 
sumed by the able and experienced 
members of the Currency Commission 
of the American Bankers’ Association 
at a conference in Washington, in 
March, 1911. In May of the same year 
they made a report, suggesting revi- 
sions relating to the admission of State 
banks and trust companies and provid- 
ing for the disposition of the outstand- 
ing United States bonds, which were 
incorporated in the final form of the 
bill with other recommendations from 
practical bankers. In essence the plan 
is an extension of the clearing-house 
and asset currency principles, which 
have become the definite features of the 
ablest plans of recent years, and, as 
such, received the approval of the as- 
sociation at the New Orleans conven- 
tion of 1911, and the endorsement ot 
many of the State associations. Changes 
during the following year which were, 
as one observer has remarked, “partly 
personal, partly psychological and 
partly political,” created an adverse 
sentiment which led the American 
Bankers’ Association, at the Detroit 
eonvention of 1912, to decide to con- 
tinue educational work for currency 
reform along the general lines of the 
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principles involved and not at present 
for any specific plan. 

Education, rather than legislation, 
has been the result of the association’s 
efforts toward currency reform, for rea- 
sons largely inherent in the evolution 
of the subject itself. The prevailing 
belief that a bond-secured currency 
would serve one generation as well as 
another has made impossible any sug- 
gestions of subtitutes except as addi- 
tional or emergency issues, and the 
“known indifference to currency reform 
doggedly displayed by bankers for 
years,” has been frankly criticised by 
their more progressive fellow members 
at association conventions. The failure 
of the average banker to study the 
question is explained, though not wholly 
excused, by recalling the situation as 
it has existed since the crisis of 1873. 
Post-panic conditions of the seventies, 
opposition to banks during the eighties, 
and the unsettled state of affairs dur- 
ing the nineties, made their individual 
struggle for existence of primary im- 
portance. The later growth of busi- 
ness opportunities and the development 
of different forms of banking institu- 
tions so increased competition that re- 
adjustment of practices under the ex- 
isting system necessarily diverted the 
attention of the average banker from 
problems of economic principle, to 
which those at the head of larger and 
longer established banks were able to 
give time and study. 

The tendency to resent the natural 
leadership of those who did study the 
problem has disappeared with the 
rapid growth of the association dur- 
ing recent years, and the federation of 
local interests through the State asso- 
ciations has largely removed unthinking 
prejudice, while the larger attendance 
at conventions has resulted in a cos- 
mopolitan exchange of opinion among 
bankers, so that hitherto divergent in- 
terests have united on the general prin- 
ciples which should underlie currency 
reform. 

It is, of course, not only desirable 
but essential that there should be dif- 
ference of opinion among bankers 
themselves as to methods and machin- 
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ery, in order that details of any plan 
may be viewed and perfected from all 
angles, but the bankers of the coun- 
try are now so thoroughly aroused to 
the need for an immediate improve- 
ment of the banking and currency sys- 
tem that opposition, when offered, is 
from the standpoint of intelligent dis- 
sent, rather than former apathy or 
ignorance. The same cannot be said, 
however, of legislators upon whom de- 
pends the passage of remedial legisla- 
tion. The American Institute of Bank- 
ing is educating to a sense of the sig- 
nificance and relation of banking and 
business, thousands of young bankers 
whose training in economics will enable 
them to approach the practical prob- 
lems of the financial future with great- 
er unanimity on fundamental princi- 
ples than has heretofore been possible. 
It has, however, always been true of the 
bankers of the country as represented 
in the association that individual inter- 
ests were quickly welded into units of 
coéperation whenever matters of na- 
tional importance made it imperative. 
The sarcasm that “business is found- 
ed on selfishness and banking is the 
refinement of business,” is not without 
individual illustration in the history of 
the association’s efforts for currency 
reform, but politics and not banking 
profits, has prevented constructive leg- 
islative action. Business men, Gov- 
ernment officials and representatives of 
many countries have for years dis- 
cussed and explained banking and cur- 
rency problems from association plat- 
forms. Bankers have worked out plans 
in conference with other business in- 
terests, and made liberal expenditures 
in support of them; while the Currency 
Commission and the Federal Legisla- 
tive Commiitee, as well as individual 
representatives of the American Bank- 
ers’ Association and the State organiza- 
tions, have given generously of time 
and ability in working at Washington 
for relief measures which politicians 
have as persistently opposed from mis- 
taken motives either of political “ex- 
pediency” or narrow-minded prejudice. 
In view of the increased unanimity 
of its membership in recent years on 
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general principles of currency reform, 
and its growing strength, it is note- 
worthy that the American Bankers’ As- 
sociation has never attempted to thrust 
upon the country through arbitrary or 
coercive influence any _ specific plan. 
More aggression has been necessarily 
displayed in preventing harmful meas- 
ures emanating from uninformed or 
improper political sources, than in press 
ing measures originated by the asso- 
ciation itself. At the Detroit conven- 
tion of 1912 a resolution was passed 
defining the willingness of the associa- 
tion “‘to codperate with any and all peo- 
ple in devising a financial system which 
shall give the American people of all 
classes and conditions financial facili- 
ties and industrial advantages to which 
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they are entitled.” In this open-minded 
spirit the association is now awaiting 
that development of public understand- 
ing and political policy which shall 
make it expedient for the bankers of 
the country to advance or oppose the 
measures now being devised by vari- 
ous interests. 

It is probable that, crystallized from 
the elements of coédperation in the 
clearing-house idea, any plan proposed 
will group the banks of the country 
about the matrix of a central associa- 
tion, which, safely rimmed with gold 
reserves, will become the touchstone of 
a banking future with a currency de- 
signed to symbolize national pros- 
perity. 


How the Trust Companies Have 
Grown 


By BreckIiNrRIpGE JONES, PresipENT Mississtprp1 VALLEY Trust 
Company, Sr. Louis. 


Asked to contribute something on this 
topic, Mr. Jones referred to his address 
before the Trust Company Section of the 
American Bankers Association at Detroit, 
Michigan, September 11 last. Mr, Jones 
made special inquiries in regard to the 
progress of trust companies, and below are 
given some of the results of his investiga- 
tions.—Editor Bankers Magazine. 


F the thirty-three States from 

which replies were received, only 
nine could give the information asked 
for both the years of 1897 and 1912. 
However, twenty-one of the States 
could give the information for the year 
1912, showing how great the improve- 
ment in trust company supervision was 
during the fifteen years'that this Sec- 
tion has been in existence. These twen- 


ty-one States, on January 1, 1912, had 
a total of 1,063 trust companies, with 
a total of capital, surplus and profits 
of $848,397,935.60, total deposits of 
$3,320,497,805.19. Four other States 
gave information for 1912, but it was 
incomplete. 

For purposes of comparison it will be 
necessary that we take the nine States 
that could give complete information 
for both years. They are: Connecti- 
cut, Illinois, Maine, Massachusetts, 
Minnesota, Montana, New Jersey, New 
York and Pennsylvania. 

The following table shows the com- 
parison of conditions in these nine 
States: 


Per Cent. 

1897 1912 Gain of Gain 

Number of trust companies ........... 241 657 416 172 
Aggregate capital, surplus and profits. .$191,251,684 $698,276,784 $507,025,099 265 
Aggregate deposits ...............0045 584,008,422 2,799,100,047  2,215,091,624 379 
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In considering this table it must be 
remembered that it gives the growth 
in only nine States; but as the entire 
twenty-one States which gave figures 
for trust companies on January 1, 
1912, had aggregate capital, surplus 
and profits of $848,397,935.60, with 
aggregate deposits of $3,320,497,- 
805.19, and of these amounts the nine 
States had aggregate capital, surplus 
and profits of $698,276,784.82, with 
aggregate deposits of $2,799,100,- 
047.05, it is clear that of the total 1,063 


trust companies in the twenty-one 
States from which data could be ob- 
tained, these nine States must contain 
the largest and best developed trust 
companies. This would seem to indi- 
cate that where supervision has been the 
most complete trust companies have de- 
veloped most rapidly. For this reason 
it would seem that this table is a fair 
index of trust company growth, which 
from every standpoint has been most 
remarkable. 


The Growth of Trust Companies 


By Cray Herrick, CLEVELAND Trust Company, CLEVELAND, O. 


“THE number of trust companies in 
the country in 1863, at the time 
the national banking system was 
adopted, is not definitely known, but 
it probably did not exceed a dozen. 
Although the earliest of these compa- 
nies dates from 1822, and four were 
doing business in 1836, their number 
did not increase rapidly until within 
the last twenty or twenty-five years. 
The Comptroller of the Currency gave 
them attention for the first time in his 
report for 1875, in which he gave the 
aggregate figures of thirty-five compa- 
nies, having total deposits of $85,000,- 
000, and located in five different 
States. There were other trust com- 
panies in the country, but the Comp- 
troller had no power (and has none 
now) to compel the rendering of re- 
ports from State institutions, and hence 
his reports cover only such companies 
as are willing to report to him. It is 
an interesting commentary on_ the 
growth of the policy of publicity that 
his report for 1912 contains reports 
from 1,410 of about 1,700 trust com- 
panies in the country, covering practi- 
cally all of the States. 
The real growth of trust companies 
has come during the past quarter of a 
century, and for convenience we may 
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consider the growth from the year 1892 
—twenty years ago. In that year the 
Comptroller reported 168 companies, 
with aggregate resources of $600,000,- 
000. Estimates from other sources in- 
dicate that the actual number of com- 
panies then in existence was consider- 
ably larger, probably between 250 and 
300. However, the Comptroller’s re- 
port contained the figures of the larger 
companies, so that his total of resources 
is nearer the correct figure than is the 
total of companies. Ten years later— 
in 1902—the Comptroller reported 417 
companies with aggregate resources of 
$1,983,000,000. This was a gain for 
the decade of 249 companies, or 148 
per cent., and of $1,383,000,000, or 
230 per cent., in resources. 

The Comptroller’s report for 1912 
shows 1,410 companies, with aggregate 
resources of $5,107,000,000—a gain 
over 1902 of 993, or 238 per cent., in 
number of companies, and of $3,124,- 
000,000, or 157 per cent., in aggregate 
resources. 

For the twenty years from 1892 to 
1912 the Comptroller’s figures show a 
gain of 1,242, or 739 per cent., in 
number, and of $4,507,000,000, or 751 
per cent., in resources of trust compa- 
nies. A portion of the gain shown by 
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the above figures must be attributed to 
the fact that during recent years the 
Comptroller has succeeded in getting 
statistics from a larger percentage of 
the country’s trust companies. 

The immense strides made by the 
trust company during these twenty 
years may best be seen by a comparison 
of the relative position of trust com- 
panies among the other banking insti- 
tutions. In 1892 the number of banks 
of all kinds—including national, State, 
savings and private banks and _ trust 
companies—in the country was 9,338; 
and their aggregate resources were $7,- 
245,000,000. In 1912 the number was 
25,195, and the aggregate resources 
$24,987,000,000. Comparing these fig- 
ures with those given above for trust 
companies, it will be seen that while 
in 1892 trust companies numbered less 
than two per centum of all the banks, 
and represented a little over eight per 
centum of their aggregate resources, in 
1912 the trusts companies were in num- 
ber about five and a half per centum 
of all banks, while their resources were 
twenty and a half per centum of the 
aggregate resources of all banks in the 
United States. In 1892 their resources 
were a little over $600,000,000 as com- 
pared with the $3,494,000,000  re- 
sources of the national banks, but in 
1912 they had resources of $5,107,- 
000,000 as against $10,963,000,000 of 
the national banks. 

ProGcress SINcE 1903. 

In 1903 The United States Mortgage 
and Trust Company of New York be- 
gan the publication of an annual vol- 
ume of trust company statistics, in 
which effort has been made to list every 
trust company in the country. These 
volumes contain the most complete 
trust company statistics published, and 
while the figures for a few of the 
smaller companies are not given, the 
figures may be considered approxi- 
mately complete. This makes it possi- 
ble to compare the growth since 1903 
with considerable accuracy. 

In 1908 this volume listed 912 trust 
companies, of which 856 reported total 
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resources of $2,938,000,000. In 1912 
it listed 1,702 companies, of which 
1,579 reported total resources of $5.- 
491,000,000. (The above figures relate 
to the banking department alone, and 
are exclusive of trust department bal- 
ances.) These figures show an_in- 
crease in total resources for the nine 
vears of $2,553,000,000, or about 
eighty-seven per centum. 


DistrRIBUTION oF GRowTH. 


The largest growth, measured in dol- 
lars, naturally occurred in the North 
Atlantic States, which include the New 
England States, New York, New Jer- 
sey and Pennsylvania. The increase 
for these was $1,430,000,000—sixty- 
eighty per cent. The largest percen- 
tage of growth, however, was shown in 
the Western States, whose trust compe- 
nies added 298 per cent. to their re- 
sources, the amount being $194,000,- 
000. The next in percentage of growth 
were the South Central States, which 
added 233 per cent., or $178,000,000. 
The North Central States added $650,- 
000,000—115 per cent.; and_ the 
South Atlantic States $100,000,000— 
seventy-seven per cent. 

The eight cities whose trust compa- 
nies in 1912 had total resources of over 
$100,000,000 showed total trust com- 
pany figures as follows: 


1903. 1912. 
New York ....$1,045,000,000 $1,564,000,000 
Chicago ...... 227,000,000 458,000,000 
Philadelphia 286,000,000 412,000,000 
Boston ......- 139,000,000 303,000,000 
Pittsburgh 126,000,000 193,000,000 
Cleveland ..... 77,000,000 154,000,000 
St. Louis . 118,000,000 125,000,000 
Providence .... 68,000,000 112,000,000 


In the number of companies, Penn- 
sylvania still retains a big lead, report- 
ing 268 companies. Indiana comes 
next with 108 companies, then New 
Jersey with eighty-seven, Illinois and 
Tennessee with eighty each, and New 
York with seventy-nine. In amount of 
resources, however, New York is far 
ahead, with $1,781,000,000. Pennsyl- 
vania comes next, with $815,000,000; 
then Illinois with $612.000,000. 
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IncREASES IN INDIVIDUAL COMPANIES. 


The remarkable growth of trust 
companies as a whole has been accom- 
panied by even more remarkable growth 
in the size of individual companies. In 
1903 the largest trust company in the 
country—the Illinois Trust and Sav- 
ings Bank of Chicago—had total re- 
sources of $84,000,000, the next in size 
being the United States Trust Company 
of New York with $77,000,000. In 
1912, the largest trust company—the 
Guaranty Trust Company of New York 
—had total resources of $240,000,000; 
the next in size being the Bankers’ 
Trust Company of New York with 
$203,000,000. 


In 1903 there were 114 trust com- 
panies with resources of over $5,000,- 
000. Of these, seven had resources 
of between fifty and 100 millions; 
sixteen of between twenty-five and fif- 
ty millions; forty-four of between ten 
and twenty-five millions. 

In 1912 the number of companies 
having resources of over $5,000,000 
had increase to 187. Two of these had 
resources of over 200 millions each; 
three had between 100 and 200 mil- 
lions; thirteen had between fifty and 
100 millions; twenty-two had between 
twenty-five and fifty millions; and 
fifty-nine had between ten and twenty- 
five millions each. 


Growth of Savings Banks in the United 
States 


HE complexity of banking in the 
United States is well illustrated by 


the many institutions calling themselves 
savings banks and yet differing widely 
in their form of organization and in 
their functions. Even to enumerate the 
different classes of such banks taxes 
the memory of one fairly familiar with 
the history of the country’s banking de- 
velopment. There are mutual savings 
banks, administered by trustees, and 
having no capital stock; there are sav- 
ings banks with capital doing a savings 
business only; there arc stock “savings” 
banks doing both savings and commer- 
cial business; there are banks doing a 
commercial, savings and trust business; 
then the State and national banks in 
many cases have savings departments, 
and, finally, there are postal savings 
banks and school savings banks. 

The mutual savings banks are con- 
fined chiefly to the Eastern portion of 
the country; the stock savings banks 
flourish principally in the Middle West, 
while the “savings departments” are 
found nearly everywhere, although 
they do not compete very strongly with 
the mutual savings banks. 


These various classes of banks not 
only differ widely in their form of or- 
ganization, but their methods of invest- 
ing savings funds vary greatly. Gen- 
erally, the mutual savings banks are 
closely restricted, and in some States 
the stock savings banks are compelled 
to segregate their savings deposits 
which are invested under careful safe- 
guards. In other States no such regu- 
lations obtain, and savings deposits in 
national banks are on the same foot- 
ing as other deposits. 

By an act approved June 25, 1910, 
postal savings banks were established 
in the United States. Deposits are 
made in designated postoffices, and are 
disposed of as follows: Sixty-five per 
cent. redeposited in banks subject to 
national or State supervision; thirty 
per cent. invested in United States se- 
curities, and five per cent. held in the 
Treasury as a reserve. The faith of 
the United States is pledged to the 
payment of the deposits. 

In his annual report for 1912 the 
Comptroller of the Currency gave sta- 
tistics of 1,922 savings banks, of which 
630 were mutual institutions and 1,292 
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stock. Deposits in all these banks Some idea of the growth of savings 
were $4,451,818,522.88, and the depos- banks in the United States since 1863 
itors numbered 10,010,304, the average may be had from the accompanying 
deposit being $442.72. table: 


Number oF Savincs Banks IN THE Unitrep Srates, Numper or Deposirors, Amount vr 
Savincs Deposits, AVERAGE Amount Dve Eacu Deposiror anp Averace Per 
Capira IN THE UNITED STaTes IN THE YEARS GIVEN. 

Average 
per capita 
Average in the 


Number Number of due each United 
Year of banks depositors Deposits depositor States 
Bi Rcd etsareedeactaedsisaewhesvaes 293 887,096 206,235,202 232.48 
ein icchchUe tamed ie eentanaw os 305 976,025 236,280,401 242.08 ished 
DD ViNS Reh ea Wen eebhe sandy exes 317 980,844 242,619,382 247.35 wer 
Serer eT Cr ere re 336 1,067,061 282,455,794 264.70 
Se pechcsceswanchndi/eesonnweweuys 371 1,188,202 327,009,452 283.63 
BN 6 a4desdewadisetiurseraewnwasss 406 1,310,144 392,781,813 299.80 
Se ern ee ee ee ee 476 1,466,684 457,675,050 312.04 er 
|S SRR SERS ee a 517 —s-1, 630,846 549,874,358 337.17 14.26 
PR iccnerer dec adedcawawdacvewds ae 577 1,902,047 650,745,442 342.13 nee 
SPT TTT TL eT 647 1,992,925 735,046,805 368.82 
ere Cree Teer rr 669 2,185,832 802,363,609 367.07 
Ds cho asses wawena dead eoNan sees 693 2,293,401 864,556,902 376.98 
ent re rrr re 771 2,359,864 924,037,304 391.56 
Pde tasasetstedawderdusdcwawae 781 2,368,630 941,350,255 397.42 
PR isch cared eeesabearecnece dimen 675 2,395,314 866,218,306 361.63 
rrr rer re Te rere 663 2,400,785 879,897,425 366.50 
rere terre re rrr rr. 639 2,268,707 802,490,298 353.72 ee 
Ls ik ncccitienniongabdincieneewh 629 2,335,582 819,106,973 350.71 16.33 
 rrrrrereT rere ee 629 2,528,749 891,961,142 352.73 er 
DEL Sickie dee deus tke eed Kesha e me 629 2,710,354 966,797,081 356.70 
SEPT ey OT OT ere TCT Te. Lie at 630 2,876,438 1,024,856,787 356.29 
cod anweednedcsatdesewaeeseese 636 3,015,151 1,073,294,955 355.96 
RL i 688%teehebeeeseGandbacesemes 646 3,071,495 1,095,172,147 356.56 
POT OTTCO RR COTO CTT ORO ET 638 3,158,950 1,141,530,578 361.36 
SRE e Peer er er ree eee TT 684 3,418,013 1,235,247 ,371 361.39 
ee eee ee res eee ee ee 801 3,838,291 1,364,196,550 355.41 
Pe Peer rey ree Tr Tee ee 849 4,021,523 1,425,230,349 354.40 ees 
Err err rere eT rere ee Ter 921 4,258,893 1,524,844,506 358.03 24.35 
See ce re ee 1,011 4,533,217 1,623,079,749 358.04 25.29 
PTT eT ee TT Coe TC Ee OT 1,059 4,781,605 1,712,769 ,026 358.20 26.11 
MRO ECC eee 1,030 4,830,599 1,785,150,957 369.55 26.63 
___. PSPEEUCTURTETL PCE Teer 1,024 4,777,687 1,747,961,280 365.86 25.53 
BG Vitesinnendesednapevuaae ees 1,017 4,875,519 1,810,597 ,023 371.36 25.88 
re eer res eee re 988 5,065,494 1,907 ,156,277 376.50 26.68 
Eee eT err eet re eT Tir 980 5,201,132 1,939,376,035 372.88 26.56 
DS A iiN.nk 6 eb Gdeeeeseciares@emens 979 5,385,746 2,065,631,298 383.54 27.67 
eT Tort ere eee TT eee 987 5,687,818 2,230,366,954 392.13 29,24 
0 SP ee Cee eee 1,002 6,107,083 2,449,547,885 401.10 31.78 
ArT Tre ree tere ee ee 1,007 6,358,723 2,597,094,580 408.30 33.45 
BU 6 obi 0.66 00 08deCedaNenncaeeeees 1,036 6,666,672 2,750,177,290 412.53 34.89 
EET e eT Troe eee eer Tey 1,078 7,035,228 2,935,204,845 417.21 36.52 
Pre Teer re er ere re TT err ree 1,157 7,305,443 3,060,178,611 418.89 37.52 
Pa cc breton eerenaede caeeee ewes 1,237 7,696,229 3,261,236,119 423.74 39.17 
ee eer err ee es 1,319 8,027,192 3,482,137,198 433.79 41.13 
BG, cécenbss dee sacaweseeeqeesa daca 1,415 8,588,811 3,690,078,945 429.64 42.87 
TTT TT eT ee ee 1,453 8,705,848 3,660,553,945 420.47 41.84 
_,_, EEC TeT CLE SLOT TT Tr Tere 1,703 8,831,863 3,713,405,710 420.45 $1.75 
PTT reTerE rrr cre rire ere 1,759 9,142,908 4,070,486,246 445.20 $5.05 
ES 4.0ib econ QNaachnes heed anes eau 1,884 9,794,647 4,212,583,598 430.09 44.82 
TE Na sinks Siding Nk Se iw maine Geese 1,922 10,010,304 4,451,818,522 444.72 46.53 


1Population estimated at 95,656,000 July 1, 1912. 
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The New Account Teller and the 
New Account Department 


By W. R. Morenovse, Assistant CAsHIER GERMAN AMERICAN TRUsT 
AND Savines Bank, Los ANGELEs, CAL. 


NTENSE competition has brought 

about a new relation between the 
banker and his customer, giving the 
former a perspective very different 
from that of his predecessors, and much 
more accurate. Where is the indepen- 
dent bank of twenty-five years ago? 
The same bank is here, but it has 
passed through a process of regenera- 
tion, and is now a dependent bank. 
It has become more and more evident 
that while those who are now deposi- 
tors could dispense with the assistance 
of the bank, the latter would become an 
unprofitable institution if deprived of 
the friendship and patronage of the 
general public. This perspective also 
affects the standing of the borrower in 
the eyes of the banker. It is true that 
a bank accommodates the borrower 
when it lends him money, but he is ex- 
pected to pay in full for the accommo- 
dation. The borrower's obligation 
never extends beyond repayment of 
principal with interest, and it is he that 
favors the bank by borrowing its 
money. Is not “Interest Received” the 
principal income account, and of this 
account is not the borrower the sole 
supporter? 

Bankers who have caught the right 
perspective and are aligned with the 
true conditions of the day are making 
every effort to accommodate the public. 
New business is at a premium, and, 
therefore, in their respective banks 
these bankers are enthusiastic in 
equipping and operating strictly mod- 
ern new account departments. 


Tux New Account TEtter. 


if the new account teller is to be 
successful in his particular work, he 


must have a firm belief in his bank 
and its ultimate success. He must fully 
realize that great responsibilities have 
been laid upon him, chief of which is to 
successfully operate a department which 
has to do with the growth of the bank. 
He must realize that he is a potent 
factor in the operation of this depart- 
ment, and that his conduct and con- 
versation make an impression upon 
every stranger. He must fully appre- 
ciate the importance of his position, 
for its requirements are such that they 
can only be met by a thoroughly com- 
petent person. In rank he is above the 
paying and receiving tellers, because 
it requires more effort to get business 
than it does to conserve business al- 
ready secured. 

The new account teller is in a posi- 
tion where he can make new business 
or drive it away. He is on the “firing 
line,” where he meets prospective cus- 
tomers, many of whom are _ honest, 
while a few are dishonest. Physically 
he must have an iron nerve, for a mis- 
take at some unguarded moment may 
result in loss to the bank. He must 
possess the discernment of an experi- 
enced detective, and by the conduct and 
conversation of prospective customers 
detect which among them is the crook. 
He must have a winning personality, 
and command at once the admiration 
and respect of all those who apply to 
open accounts. Their respect for the 
bank will begin with their respect for 
the teller. 

The new account teller must possess 
all the qualifications of a diplomat, 
since diplomacy is a factor in every 
transaction in his department. During 
a day’s business he will meet many 
strangers, and no two with the same 
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disposition. It is his duty to specialize 
in each case, and thus to secure the 
accounts of cranks and unlearned per- 
sons, as well as the agreeable. With 
him forbearance is a virtue. 

Very frequently the teller will need 
the genius of a successful trader, for 
he will have parsimonious persons to 
deal with, against whose genius his own 
must be pitted. He must be gifted in 
reading human nature, otherwise he 
cannot hope to please all who apply. 
He must be an adroit conversation- 
alist, as by tactful questioning he must 
extract from applicants something of 
their past life and business, and also 
something of their plans. He must ex- 
ercise good judgment in this connec- 
tion, and know when to stop question- 
ing, for many persons are peculiar and 
resent what appears to them an un- 
necessary inquiry into their affairs. It 
is easy to please the affable depositor, 
but it is a difficult task to deal with 
those who are inclined to be disagree- 
able, and the new account teller is 
thoroughly efficient only when he can 
please all customers. 

A thorough knowledge of the rules 
governing accounts and an acquaint- 
ance with the bank’s policy are abso- 
lutely necessary; and anyone lacking in 
these essentials is not qualified for the 
position of new account teller. It will 
be found highly advantageous if he 
knows in a general way the banking 
laws of the State, and, if his position 
is with a national bank, he should 
know something of the laws regulating 
these institutions. 

The new account teller must be an 
organizer and systematizer, for of all 
departments in the bank most of all 
does his require methods and systems. 
The reason for this is that the me- 
chanical part must be perfectly adapt- 
ed, so as not to distract his attention 
when dealing with prospective depos- 
itors. 





Bank Suovip Support His Work. 


Many bankers are not giving the new 
account teller the support he should 
have, and as a consequence they are 
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getting from this department less than 
one-half the results it is capable of 
producing. The teller should have the 
time before and after banking hours in 
which to give special attention to his 
particular work. He needs this time 
to plan ways and means for getting 
more business. More than one-half of 
the new customers come to a bank on 
the recommendation of the bank’s 
friends, and yet only a few banks are 
recognizing this good work being done 
gratuitously. In this connection there 
arises an opportunity for the teller to 
distinguish himself as a letter writer. 
In every systematically managed new 
account department a record is kept of 
the names and addresses of all persons 
who introduce or send their friends to 
the bank for the purpose of opening 
accounts; and it is to these bank mis- 
sionaries that the bank should express 
its appreciation. The new account 
teller prepares a suitable letter ex- 
pressing appreciation for the practical 
friendship shown the institution. This 
letter is signed by one of the senior 
officers, who although not present at the 
time the account was opened, has not 
overlooked the good work. The effect 
upon the recipient is that of a stimu- 
lus, and thus he is encouraged to con- 
tinue his missionary work. 

But perhaps the critic—that banker 
who is only half supporting the new 
account teller—will say it is impossible 
to procure the names of these com- 
mending the bank to their friends. Try 
this; it will do no harm, and it may 
solve the difficulty. At the time the 
account is being opened, the teller 
may remark, apparently by accident, of 
course: “I presume one of our deposi- 
tors has recommended this bank to 
you.” This will invariably lead to fur- 
ther conversation in which the desired 
information will be obtained. 

There are many other 
things that a new account teller might 
do before and after banking hours, as 
for instance, making a study of all ac- 
counts closed during the day’s busi- 
ness with a view to ascertaining why 
they were withdrawn. Since it is fully 
as important to conserve business as to 
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NEW ACCOUNT TELLER— 


secure new business, every bank should 
have a competent person go over the 
closed accounts; and who could be bet- 
ter fitted for this work than the new 
account teller? Many a banker will be 
surprised to find his business drifting 
away, owing to inattention or in- 
difference on the part of some un- 
worthy teller. 

To successfully meet all these re- 
quirements, the new account teller must 
possess exceptional qualifications; and 
although he may not measure up in the 
highest degree to the various accom- 
plishments mentioned, he will seldom be 
found wanting if given ample time and 
encouragement from the management 


of the bank. 
Tue New Account DEPARTMENT. 


As already indicated, the new ac- 
count department is the channel 
through which new business must come. 
It is, therefore, essential that this de- 
partment be placed as near the main 
entrance as possible. It should be so 
situated as to catch the eye of strang- 
ers entering; for if the bank is new to 
them, and they contemplate opening an 
account, the fact that this department 
is so accessible will make it easy for 
them to proceed without further 
search, Many prospective customers 
entering a bank and seeing no place at 
which to open an account will depart to 
select some other bank where the facili- 
ties for opening an account are thrust 
upon them. When a dry goods mer- 
chant desires to sell a certain piece of 
dress goods he displays it in his win- 
dows or on the counters; and why? Be- 
cause there it will be seen. Just so 
every bank which desires to get all the 
new business that comes toward it ought 
to place the new account department 
before the main entrance. 

It is highly important that the teller 
speak face to face with every prospec- 
tive customer for in this way he is en- 
abled to “drive home” his points in a 
more convincing way. Therefore, the 
counter in this particular department 
should be unobstructed by railings of 
brass. ; ; 
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Directly behind the new account 
teller, and as an adjunct to his depart- 
ment, should be an enclosed, room, 
where customers preferring secrecy as 
to the extent of their business, or hav- 
ing large sums in coin or currency to 
deposit, may retire and transact their 
business, shielded from the gaze of pas- 
sersby. Nothing will do more to give 
this class of depositors a favorable im- 
pression of the completeness of the 
bank’s equipment than to find a room 
thus provided. 

In equipping a new account depart- 
ment no provision should be made for 
stools for the tellers, as they can ac- 
complish much more when standing; 
and this also brings them on a level 
with their customers, enabling them to 
look directly into the latter’s face. Sta- 
tionery cabinets and stamp racks should 
be so arranged as to make them readily 
accessible. 

The department should have two out- 
lets; one for passage into other depart- 
ments, and another outlet into the cor- 
ridor, for often the teller will favor- 
ably impress a new customer by per- 
sonally conducting him to one of the 
senior officers for an introduction. Some 
banks strive to accomplish this by per- 
mitting the teller to direct the new 
customer where to go, and meeting him 
at a given point, but this is doing a 
good turn only half way. Competition 
demands something better than this if 
a bank is to hold its place in the race 
for new business; and besides this is 
not “efficient service.” 

In discussing the new account de- 
partment something should be said 
about the size, but as this depends al- 
together upon the bank and the de- 
mand in new accounts, no recommenda- 
tion can be made. It must be said, 
however, that there should be at least 
room for a reserve teller to work when 
needed, as frequently more persons ap- 
ply at the same time than there are 
regular new account tellers to wait up- 
on them. Some bankers claim that it 
creates a favorable impression to have 
people lined up and waiting at the new 
account department, but if it was their 
lot to wait, they would doubtless be the 
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first to complain of “inadequate ser- 
vice.” 
‘yr’ . 
There are many valuable accessories 
to a new account department, and they 
should not be overlooked. The effi- 
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ciency of the department deperds upon 
the capacity of the teller and the com- 
pleteness of the equipment; and both 
should be the best obtainable without 
regard to cost. 


Group Control of Corporations— Bank- 
ing and Currency Reform 


Statement of H. P. Davison, of the Firm of J. P. Morgan 
& Co., to the Chairman of the Banking and 
Currency Committee 


WasuINGTON, January 24, 1913. 


Hon. A. P. Pujo, 

Chairman, Committee on Banking 
and Currency, House of Repre- 
sentatives, Washington, D. C. 

Sir: There have been presented to 
your committee elaborate tables from 
which it has been inferred—and in 
many newspapers stated as “proved’’— 
that a “group” of 180 directors ‘“‘con- 
trols” the assets of corporations whose 
aggregate resources are twenty-five bil- 
lion dollars. 

No such control exists and no such 
deduction can be properly made from 
these tables. 

Those who have made such deduc- 
tions have fallen into several obvious 
errors; they fail to observe, first, that 
of the total number of directorates in 
these particular corporations _ this 
“group” represents only about one- 
quarter; second, that upon this assump- 
tion, these men, in order to exercise 
“control,” must act and vote in every 
instance as a unit, although they come 
from different parts of the country 
and represent diverse and frequently 
conflicting interests; third, that, upon 
this assumption, the directors outside 
of this “group” must be mere dum- 
mies, with no voice or opinion of their 
own, who, in almost every instance, are 





overruled by a minority; finally, that 
this sum of twenty-five billion of dol- 
lars is not actual cash or liquid assets, 
susceptible of manipulation or misuse 
by the directors, the fact, of course, 
being that the great bulk of this enor- 
mous sum is, and for many years has 
been, tied up in the form of rights of 
way, rails, ties, equipment, factories, 
plants, tools, manufactured goods and 
other forms of corporate property nec- 
essary for carrying on railroad and 
industrial business in the country. 

It is most regrettable and harmful 
that either Congress or the country at 
large should gain the wholly erroneous 
impression that these great resources 
are at the disposition of a small group 
of men, or that the corporations them- 
selves are controlled by a minority of 
their various boards. 

As to the point cf so-called concen- 
tration it is an unquestioned fact that 
New York city is the chief centre of 
money and credit in this country, just 
as London is in England and Paris in 
France. But it has frequently been 
charged that this financial growth of 
New York has been due to the care- 
fully laid plans of certain men who 
have brought about a condition which 
they may utilize for their own selfish 
ends. 

This is not a 


fact. The great ac- 
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cumulation of money and credits in 
New York is due in part to purely 
economic conditions and in part to the 
defects of our’ banking system. 
Through the operation of the law in 
relation to cash reserves, interior banks 
necessarily carry hundreds of millions of 
dollars on deposit in New York. These 
same institutions, in order to maintain 
a secondary reserve subject to their 
telegraphic demand, keep in New 
York, in the form of call loans, many 
millions additional. If this country 
possessed a proper and scientific bank- 
ing system, such as is possessed by al- 
most every other civilized nation, in- 
terior banks would no longer be obliged 
to concentrate their “reserves” in New 
York. 

In this connection, it is important 
to note that, according to authoritative 
statistics, the country as a whole has 
been growing so rapidly that, whereas, 
in 1900 the New York city banks rep- 
resented 23.2 per cent. of the banking 
resources of the United States, now 
they represent only 18.9 per cent. of 
such resources. 

As to the consolidation and coépera- 
tion of banking institutions, which has 
been noted in New York, and in only 
less degree in Chicago and other finan- 
cial centres, this has taken place chief- 
ly since 1907. In that year the coun- 
try was swept by a disastrous panic 
which in New York and elsewhere (un- 
der our weak banking system) was 
stayed only by the united efforts of 
the banks, driven thereto in order to 
preserve themselves and to avert wide- 
spread calamity. 

An additional factor tending towards 
consolidation into larger financial units 
lies in the rapidly increasing demands 
of this country for development and 
commerce. In every other commercial 
country banking arrangements have 
adapted themselves far more rapidly 
to such demands, and the enlargement 
and consolidation of banking institu- 
tions has everywhere else proceeded at 
a rate not even remotely approached 
in the United States. To-day in all 


of Great Britain, including England, 
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Wales, Scotland and Ireland, there re- 
main only 116 separate banking insti- 
tutions; in Germany less than 500; in 
France, according to the most complete 
record that we have, only 27, while in 
the United States, notwithstanding the 
consolidations alluded to, there are still 
more than 25,000 distinct banking in- 
stitutions. In London there are ten 
banks with resources in excess of two 
hundred million dollars each, in Paris 
four and in Berlin five, while in New 
York there are at the present time 
only three banking institutions of like 
proportions. If our large railroad and 
industrial enterprises are to be financed 
(it being estimated that the annual re- 
quirements of the railroads alone are 
$2,500,000,000), and if this country is 
to keep a commercial position in the 
front rank among the nations of the 
world, it is only natural that some ten- 
dency toward coéperation among finan- 
cial institutions should show itself 
here, as it has in England, Germany 
and France. 

At the invitation of your committee 
our firm has coéperated in this inquiry, 
has furnished intimate details of its 
business and has placed at your dis- 
posal all the information ‘available. It 
believes that there is no such thing, 
either in form or in fact, as “A Money 
Trust.” It believes, as its senior mem- 
ber has testified on this stand, that the 
only permanent influence possessed by 
men prominent in financial affairs is 
that due to the confidence of the public 
in their character and record. 

We recognize and have long recog- 
nized serious defects in our present 
banking and currency laws. We believe 
that the country will continue to be 
subject to financial ills and disturb- 
ances until it possesses a stronger and 
more scientific banking and currency 
system. To secure prompt and wise 
legislation in these matters, our firm 
and, we believe, bankers throughout the 
country will, by every means within 
their power, codperate with Congress. 


Respectfully submitted, 
H. P. Davison. 











Canadian Banking and Commerce— 
Annual Review 


By H. M. P. Ecxarpt. 


S 1912 was a year of great business 
activity in the Dominion, one nat- 
urally looks for a steady expansion in 
the loans of the banks. The total in- 
crease of the item, current loans in 
Canada (which is understood to repre- 
sent the loans and discounts granted 
to home mercantile and industrial in- 
terests) in 1912, was 106,000,000. 
This compares with an increase of 
$97,000,000 in 1911; one of $85,000,- 
000 in 1910, and one of $81,000,000 in 
1909. The loan expansion in 1912 con- 
stitutes a high record. It has proceed- 
ed steadily throughout the year. 

On the other hand, the course of the 
deposits has been erratic. The net 
gain for the year was $102,000,000, 
which figure is practically equal to the 
increase of loans; but the accessions of 
deposits were made mostly in the first 
half of the year. In the first six 
months the net gain was $86,000,000; 
and in the second half it was but $16,- 
000,000. Strictly speaking, the move- 
ment of deposits in the first half should 
be taken from January 31 instead 
of from December’ 31, because 
January is always a month of heavy 
liquidation of bank liabilities. In that 
month the bank note circulation and 
the check circulation fall to small fig- 
ures, through the final clearing away 
of the mass of instruments called spe- 
cially into being for the purpose of 
financing the business activity  inci- 
dental to the crop-moving period; and 
the process of contraction affects the 
deposits in current account in a spe- 
cial degree. So January 31, therefore, 
is usually the low point of the year as 
regards deposits and note circulation. 
Beginning in February the banks nor- 
mally add to their resources through- 
out the rest of the year. Counting the 
movement of deposits from January 
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31, the increase during the first five 
months was $102,000,000, as against 
an increase of less than $16,000,000 in 
the December half. It is quite possi- 
ble that the extraordinary gains ef- 
fected in the earlier part of the year 
induced the bankers to be more lib- 
eral in the matter of granting loans 
than they should have been. At any 
rate, the loan account bounded up- 
wards at a rapid pace until June. The 
increase of loans in February was 
$18,000,000; in March, $22,000,000; 
in April, $17,000,000; in May, $4,- 
000,000; and in June, $11,000,000. 
The average monthly increase being 
$14,600,000 as against an average 
monthly increase of $5,300,000 from 
June to December. 

Thus it is seen that in the second 
half of the year, when the crop-moving 
had to be attended to, the sluggishness 
of the deposit movement forced the 
banks to exercise care in increasing 
their loans. The loan expansion, how- 
ever, exceeded the increase of deposits 
between June and December. Hence 
a steady fall in reserves, and in the 
autumn there were loud complaints 
from stock brokers in Montreal and 
Toronto regarding the attitude of the 
banks. Loans were called extensively 
for the purpose of providing funds for 
the crops, and for a time it was very 
difficult to get money for speculative 
purposes. 

It should be said that the gains in 
deposits in the first half of the year 
were derived mainly from issues of 
new securities in Europe. Large issues 
were made for railway-building and 
other construction work. In fact, the 
Canadian flotations were so heavy 
as to cause a section of the London 
press to intimate that Canada was get- 
ting too much money at too low a rate 
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of interest. It is quite probable that 
there would have been a diminution of 
the stream of Canadian securities to 
London even if the European political 
situation had not been upset by the 
outbreak of the Balkan war. 

When the war broke out and the 
European State banks put up their 
rates of discount, further issues of se- 
curities by Canada on a large scale 
were out of the question; and when the 
remittance of these proceeds to Canada 
assumed small dimensions the increase 
of deposits was immediately checked. 

Another factor operated in 1912 to 
produce stringency in the fall. For 
several years the ordinary note issuing 
power of the banks has been insuffi- 


crop-moving, and, of course, when the 
banks paid these notes over the coun- 
ter their cash reserves were weakened 
in exactly the same manner as the New 
York banks lose strength through ship- 
ping currency to the interior points. 

From all these causes the immediate- 
ly available reserve declined in the 
second half of the year. It had been 
built up to 26.20 per cent. of the net 
liabilities on June 30th. By the end 
of December it had fallen to 22.08 per 
cent. This latter figure is the lowest 
on record for the past four and one- 
half years. From the following table 
it will be noted that all the items of 
the available assets excepting the for- 
eign call loans show a decrease: 


IMMEDIATELY AVAILABLE ReEsERVE. 





Per cent. of whole 





Dec. 31, 1912 Dec. 31, 1911 1912 1911 
DEE cin Rb owen wen coabe vaakimndden $33,780,333 $37,464,226 13 14 
NN WIN oes aale nb terecw eae wea are 94,584,484 97,657,488 36 37 
Net foreign bank balances............. 25,243,396 36,593,267 10 14 
oo re eee ee eee 105,952,101 92,106,695 41 35 
$259,560,314 $263,821,676 100 100 


cient to meet the fall demand for cir- 
culating medium. In 1908 an amend- 
ment to the Bank Act was _ passed 
which gave the banks the right to issue 
excess currency during the season of 
moving the crops—from October to 
January inclusive—subject to a tax at 
the rate of five per cent. Then, in 
1912, the season of the excess issues 
was extended to include September and 
January. In 1912, however, the bank 
note issues proved inadequate even in 
the slack season during the summer. 
The Dominion Government had _pro- 
vided itself with authority to issue its 
own notes of five-dollar denomination; 
and as these notes were ready in July, 
1912, the banks used them extensive- 
ly. Owing to the high rates of inter- 
est prevailing in New York and also in 
Canada, the operation of issuing ex- 
cess currency subject to the five per 
cent. tax proved to be less costly than 
usual; and in November and December 
these issues were freely used. How- 
ever, about $10,000,000 of the new 
Dominion “fives” were in use for the 


Apparently the expectation is that 
the banks will be able to replenish the 
reserves in the early part of 1913 
through drawing funds from London. 
The Canadian municipalities and other 
corporations which are heavily indebt- 
ed to the banks in the form of tempo- 
rary loans, will be invited to try the 
London market with offers of higher 
interest rates; and if all goes well the 
proceeds of these loans should help 
to put the Canadian banks in funds. 

The full statement of bank position, 
with comparison as at December 31, 
1911, is given herewith. 

It will be noted that the contribu- 
tions of new capital by the proprietors 
or stockholders were almost as exten- 
sive as in 1911. Paid-up capital in- 
creased $7,000,000 in 1912, as against 
an increase of $8,300,000 in 1911; and 
the total of surpluses increased $10,000,- 
000 in 1912, as compared with about 
$13,000,000 in 1911. With reference 
to the surplus it should be remembered 
that the $13,000,000 increase in 1911 
contained an item of $3,400,000 repre- 
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LAABILITIES. 
Dec. 31, 1912 








Ey NN 5.55.55 din bh bd bee ond end. dle dee Reon os $110,048,357 
Dominion Government deposits ............2..02eee eee 15,354,196 
Provincial Government deposits .............++.+e000. 24,258,460 
Deposits of the public (demand) ............ceseeceeee 379,777,219 
Depedits OF The PERE (MOTHS) 2 o6o6cc ss ccccsccvccsccs 632,641,340 
Deposits elsewhere than Canada ............sccssecces $7,050,132 
Deposits of other banks in Canada ................+4-. 6,640,203 
Se Gh TS Fh CE BN ooo vic kc cesses ccsdvasces 8,312,049 
Deposits of banks in foreign countries ................- 7,982,109 
ARPES Por ee ire ee ee 20,387,004 

*$1,292,451,137 
Capital peld 2 nc cccecesicccccccsecccccveecccscesecssoee 114,881,914 
PEE CP BOND «ii ss6si0 bs chan stasdceeiweccdcucosaseee 106,840,007 
en RN os in caddie kawake dad se enksowes 11,908,100 

$1,526,081,158 

Assets 

EE Gapiiuinn wn vate a eaigeans Dawes wanes stn ean ame wie $33,780,333 
NN i. ase aad wba see Nb waa ba mene eee 94,584,484 
SACCUACIOM POCCUEIOM THUMM oso ccc ccc cntscicsccenceses 6,410,103 
eS rrr err ee 81,684,415 
Spams GO Cler DOMES, COMORES on occ c cccccccccecccsccscs 138,900 
Deposits in other Wamks, COMAGS 2 .os.gcsccscsccssccses 9,217,009 
Due by banks in Great Britain .........cccccccccceves _ 10,119,957 
Due by banks in foreign countries ..................54- 23,435,488 
Dominion and provincial securities ..............6...54 9,872,892 
Canadian municipal, etc. securities .........ccccscccess 23,427,430 
I CN UE SIN sin hides coe nad's 0s secede wngnens 68,840,249 
ee ey eee Tn ree 70,655,661 
EE PE ee I ne ee 105,952,101 
EE OPO LOTTE RTE CT OCTET 881,331,981 
ee CS © Shae beac eaten tesa seeks es eon 40,990,126 
Loans to provincial governments .............+++..-+4- 5,134,491 
Se LS L .ccnhawewere Tan b4.0.0 0 R60 w.kwee eee enieaw ae 3,927,213 
Real estate other than premises ...........ccccceccsess 1,472,059 
Mortgages on real estate ......cccccccccscccsvccccoes 2,132,279 
ei ugll so, , MERE EEE LEER 37,023,299 
DE. (20 fie esi idwaenacetaraeeeneerntee hanes 15,950,602 


$1,526,081,158 








*Ditference in addition due to omission of cents. 


senting the write-up of bank premises in 1913. 





Dec. 31, 1911 


$102,037 ,305 
8,081,605 
25,003,062 
335,020,693 
591,068,932 
80,606,935 
6,908,935 
4,350,151 
5,464,118 
15,781,627 
*$1,174,323,431 
107,994,604 
96,868,124 
10,883,359 


$1,390,069,518 


$37,464,226 
97,657,488 
5,811,192 
62,065,361 
583,658 
8,903,767 
20,740,243 
25,667,293 
9,135,464 
20,880,987 
64,889,452 
72,640,526 
92,106,695 
774,909,172 
37,970,839 
2,475,715 
3,341,291 
1,575,328 
966,575 
32,557,940 
17,726,147 


$1,390,069,518 


The demands for credit con- 








account by the Bank of Montreal, par- 
ticulars of which were given in last 
year’s article, in the March number of 
Tue Bankers MaGazine. Apart from 
that, the increase of surplus account in 
1912 was quite equal to the 1911 in- 
crease. 

The increase occurred, as in previous 
years, from the issue of new stock at 
premiums ranging all the way from 
twenty-five to over 100 per cent., and 
through reservation of a part of the 
current earnings. At present the in- 
dications are that further capital in- 
creases of some importance will be seen 


tinue to increase from year to year; 
and the fact that every increase of 
paid-up capital carries with it the right 
to issue tax-free notes to the same 
amount, operates as an inducement to 
enlarge the capital almost as rapidly 
as the stockholders can absorb new 
stock. For these reasons the capital 
accounts of the banks are kept open, 
more or less, all the time. Issues of 
new stock are made in moderate-sized 
amounts, usually $500,000 or $1,000,- 
000, and the rights have some value. 
In the next table the profits and div- 
idends as in 1912 and 1911 are given: 








abi 


US 
US 
2 
93 
32 
35 
35 
51 
18 
127 
SL 
O04 
24 
359 


18 


26 
L8s. 
192 
361 
358 
167 
43 
293 
LG4 
87 
152 
926 
595 
172 
339 
15 
291 
328 
75 
940 
147 


18 
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Net Earninos or CANADIAN Banks. 


Year 

Bank Ended 
1Canadian Bank of Commerce...... Nov. 30 
Eg ee eee ree Oct. 31 
2Royal Bank of Canada............ Nov. 30 
Merchants Bank of Canada......... Nov. 30 
Imperial Bank of Canada.........../ Apr. 30 
Bank of Nova Scotia.........scceee Dec. 31 
ES ere Dec. 31 
i i SD 6.05.54 3.0600 ~0 0000-00 Nov. 30 
Union Bank of Canada ............ Nov. 30 
IR ice aca aenwee de Sep. 30 
er ree Nov. 30 
4Bank of British North America....May 31 
ef errr ree Nov. 30 
Banque d’Hochelaga ............... Nov. 30 
Standard Bank of Canada.......... Jan. 31 
Banque Nationale ..........20..e0e/ Apr. 30 
5Northern Crown Bank............. Nov. 30 
RE SEE eicds0asecded eb eennne Nov. 15 
Banque Provinciale ................ Dec. 31 
Metropolitan Bank ................ Dec. 31 
Bank of New Brunswick ........... Dec. 31 
Home Bank of Canada.............May 31 
Sterling Bank of Canada............: Apr. 30 
CH OE VANIER << ccccccscseses Nov. 30 
7™Weyburn Security Bank........... Dec. 31 
8Kastern ‘'ownships Bank .......... Nov. 30 
STraders Bank of Canada ......... Dec. 31 


——Net Earnings—— —Div. Paid— 


1912 1911 1912 1911 
$2,811,806 $2,305,409 11% 10% 
2,518,408 2,276,519 12 10 
1,527,324 1,152,250 12 12 
1,338,844 1,179,581 10 91, 
1,004,340 841,692 12 ly 
970,544 815,519 14 131, 
901,529 704,046 14 12 
835,787 677,964 12 il 
706,832 662,437 8 8 
661,538 693,170 11 il 
640,220 595,228 11%, 11 
622,444 643,156 9 7 
495,860 443,506 11 il 
481,616 415,000 9 83, 
381,601 373,208 12y, 12 
293,564 262,513 7 7 
291,094 285,694 6 5, 
284,084 276,392 7 7 
185,162 184,398 5 5 
168,842 153,350 10 10 
150,804 147,622 13 13 
140,030 121,942 61, 6 
107,876 96,826 5 5 
46,894 20,361 Nil Nil 
33,985 26,682 3 QV, 
Bes Ate 459,570 
‘eh 601,134 8 





$17,601,028 $16,415,169 


1Canadian Bank of Commerce absorbed Eastern Townships Bank March 1, 1912, and 
therefore had the benefit of the absorbed bank’s earning power for nine months in 1912. 

2Royal Bank of Canada profits 1912 for eleven months only. This bank absorbed the 
Traders Bank of Canada September 3, 1912, and therefore had the benefit of the absorbed 
bank’s earning power for three months in 1912. 

’Molsons Bank profits 1911 and 1912 are given exclusive of taxes—to make them con- 


form to profits declared by other banks. 


‘Bank of British North America profits 1912 for eleven months only. 
5Northern Crown profits 1912 for eleven months only. 


6Quebec Bank profits 1912, less taxes. 


7Bank of Vancouver and Weyburn Security Bank annual reports not published at 
date of writing this article. Profits have therefore been estimated from the monthly 


returns. 


SKastern ‘Townships Bank and Traders Bank of Canada were absorbed during the 


year. 


The increase of profits in 1912 was 
substantial—amounting, as it did, to 
about $1,200,000. As the 1911 figures 
constituted the high record up to that 
year, a new record is created for 1912. 
The list of banks in the table com- 
prises all the chartered banks in active 
business save one—La Banque Inter- 
nationale—a new bank which is to be 
absorbed by the Home Bank of Can- 
ada. Increases of dividend were nu- 
merous; in no less than fourteen cases 





the rate of distribution in 1912 ex- 
ceeded that for 1911. 


BankKING HisrTory. 


Among the important events of 1912 
should be mentioned the absorption of 
the Eastern Townships Bank by the 
Canadian Bank of Commerce, which 
went into effect March 1, and the ab- 
sorption of the Traders Bank of Can- 
ada by the Royal Bank of Canada, ef- 
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fective September 3. Through the ac- 
quisition of the Eastern Townships 
the Commerce was placed in position 
for challenging the lead of the Bank 
of Montreal, which has been for over 
ninety years the premier Canadian bank 
in point of amount of total assets. 
Shortly after the amalgamation the 
Commerce passed the older bank and 
retained the lead for several months; 
but according to the last bank state- 
ment published—that for December 3 

the Bank of Montreal was again in 
the ascendant by a narrow margin. 

Through its acquisition of the Trad- 
ers the Royal Bank became an institu- 
tion with about $180,000,000 of assets 

the Bank of Montreal and the Cana- 
dian Bank of Commerce possessing 
$239,000,000 and #237,000,000 respec- 
tively. The Royal also acquired during 
the year the Bank of British Hondu- 
ras and now, therefore, possesses a 
branch at Belize. This move, and the 
movement of the bank to increase the 
number of its branches in the West In- 
dies, doubtless represent a part of the 
plan for taking full advantage of the 
prospective opening of the Panama 
Canal. 

Two other absorptions 
nounced during the year, to go into 
effect in 1913. The Bank of Nova 
Scotia (founded 1832) entered into 
agreement to aksorb the Bank of New 
Brunswick (founded 1820). Although 
the Bank of New Brunswick is one of 
the oldest banks in the Dominion, its 
operations were confined, until a com- 
paratively recent period, to the city of 
St. John; and, therefore, its assets did 
not rise to the large proportions at- 
by the other old established 
banks. At the end of the year 1912 
the Nova Scotia had total assets of 
$71.000.000 and the New Brunswick 


were an- 


tained 
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Thus the 


had assets of $12,000,000. 
consolidated bank will presumably 
compete with the Merchants Bank of 
Canada for fourth place. The absorp- 
tion of the Internationale by the Home 
marks the end of a notable venture by 
French bankers in the Canadian field. 

The year 1912 saw the introduction 
to the Ottawa Parliament of the new 
bank act which is to carry the charters 
of the banks to July 1, 1923. The 
new act provides for a compulsory 
audit—the auditors to be appointed by 
the shareholders at the annual meeting; 
for the creation of a new central gold 
reserve as security against bank note 
issue; it gives the banks authority to 
lend to farmers on the security of grain 
held on the farm and to ranchers on 
cattle held at the ranch; and it stiffens 
up the regulations covering the promo- 
tions and erganizations of new banks. 
The new central gold reserve is to apply 
only to bank note issues in excess of 
paid-up capital. Any bank can issue 
notes to any amount in excess of paid- 
up capital free of tax on depositing 
gold or Dominion notes equal to the 
excess, in the central reserve. 


PropvuctTION AND TRADE. 


In agriculture the year 1912 had 
mixed results. Early in the year very 
large crops were expected. Later, con- 
tinued unfavorable weather aroused 
general fears that large sections of the 
crops would be destroyed. When the 
harvest season finally arrived it was 
discovered that the outcome was not 
unsatisfactory on the whole. Herewith 
are the figures for the last six years 
of the estimated yields of wheat, oats 
and barley in the three western prov- 
inces of Manitoba, Saskatchewan and 
Alberta: 





Wheat. Oats, Barley, 
Year Bushels Bushels Bushels 
I nats aha & siaahne eR Ow ewer ew mee 70,922,584 74,513,000 19,187,000 
Gn «ay oa hdlate hee bs.oe aca vaeseeeubue 96,863,689 108,987,000 24,050,000 
Ce ee E eo I OTe, Ee 119,200,000 163,998,000 30,542,000 
Ra i aie iat an a pra ee Se lon Ba crticeb ede saercnsn 101,236,000 108,301,000 7,130,000 
Na di, <0 formes nace aaa dang ous aa Bae windaiem nina 169,725,000 185,570,000 33,300,000 
MEM thins scm Wate -eia aides acces eee ohare 196,000,000 924,500,000 19,600,009 
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The quality of the grain in 1912 was 
better than in 1911, but prices have not 
been as satisfactory. The movement to 
the terminals has been extraordinarily 
rapid. 

In the eastern provinces also the 
summer was wet and unseasonable; and 
the yield was less satisfactory on that 
account. The results for Ontario, the 
principal agricultural province, were: 


1912 1911 
Wheat, bushels ..... 13,650,000 22,327,000 
Barley, bushels .... 13,195,000 19,103,000 
Oats, bushels ...... 95,670,000 102,084,000 


Tue Sitver Ovrrevt. 

The Cobalt mining field in 19iz pro- 
duced about 1,500,000 ounces less of 
silver than in 1911; but, thanks to the 
high prices prevailing, the value of the 
output increased about $2,000,000. 
Following is the record for the past 
nine years: 


Tons shipped Value 


EOE CCT 158 $111,887 
a eee 2,144 1,360,503 
a eR ee 5,335 3,667,551 
ee er 14,788 6,155,391 
I cs 1k aia sg tn on is 25,942 9,133,378 
re 12,461,576 
 sissvbseeussxc ane ae 14,500,000 
EEE \ttiattasessescewe Ae 15,700,000 
See me: 21,509 17,690,000 


The decline in the shipments of ore 
is accounted for in part by the in- 
creased number of concentrating and 
reducing plants at work. A larger 
proportion of the total output now 
goes in the form of concentrates and 
bullion. Still, for all that, it is quite 


generally believed that the zenith has 
been passed. 

The new gold mining field in the 
Porcupine district produced about 
$2,000,000 during 1912, and it is ex- 
pected to give perhaps $5,000,000 to 
$6,000,000 in 1913. 


IMMIGRATION. 


The immigration movement proceed- 
ed in rather heavier volume through- 
out 1912. About 400,000 settlers ar- 
rived—the comparison with preceding 
years being as follows: 


MP dé-dun bcavdeeepewees ¢éeeaeana 268,337 
co OL OE OCC POLE EEO 143,754 
DE 625 ccdesge sen seeks eaniracs 182,670 
EEE OE Te TT OTE re 325,000 
We ns SdS Nass Sewhenesawenesannce 351,595 
Be di edsnseeewawesaetecscnewsed 395,000 


The movement of farmers from the 
Western States into Saskatchewan and 
Alberta shows no sign of waning; and 
the movement of good British settlers 
to the Dominion has increased. 


GENERAL TRADE. 


In all parts of the Dominion the 
trading and industrial companies re- 
port very heavy sales and great activ- 
ity. Profits in nearly all lines have 
been very good and it is clear that 
1913 is expected to be a prosperous 
year. Railway earnings, bank clear- 
ings and the other indices have point- 
ed in a favorable direction. However, 
there are also signs, as one of the lead- 
ing bankers put it recently, that the 
ship is straining somewhat under the 
great load of prosperity. 


Practical Banking Contributions Wanted 


ELPFUL articles relating to the 
everyday work of banks, savings 
banks and trust companies are desired 
for publication in Tue Bankers Mac- 
AZINE. 
Short, bright paragraphs, telling in a 


clear and interesting way of some of the 
methods. systems and ideas employed in 
the most progressive banks of the coun- 
try, will be especially welcome. 

Contributions accepted by the editor 
will be paid for on publication. 








Good Advice to Bankers 


Suggestions of Hon. Hugh McCulloch, First Comptroller of 
the Currency, to the Managers of the National Banks 


OFFICE OF THE COMPTROLLER OF THE 
CuRRENCY. 


Washington, December 30, 1863. 


HE managers of the national banks 
will pardon me for making a few 
suggestions to them upon subjects of 
interest to them and the national bank- 
ing system. 
Recorps OF ORGANIZATION. 

The articles of association, copies of 
which have been transmitted to this of- 
fice, should be recorded in the minute 
book, together with the proceedings of 
the stockholders in the first election of 
directors, so as to clearly exhibit the 
organization of the bank. In this book 
should also be recorded the by-laws of 
the bank, the proceedings of the board 
in the election of officers, and all the 
other proceedings of the board of direc- 
tors at all regular and special meetings. 

The minutes should exhibit the ap- 
pointment of judges of all elections of 
directors, and the return or report of 
the judges; the installation of the di- 
rectors-elect after each annual election, 
and that the proper oaths were adminis- 
tered to them; the appointment of of- 
ficers ; the penalty of the bonds required 
of them; and that the bonds have been 
filed and approved by the board. In 
short, the minutes of a bank should ex- 
hibit its original organization; the pro- 
ceedings that are had for the perpetu- 
ation of its corporate existence, and the 
action of its board of directors in su- 
perintending and directing its affairs. 
The minutes of each meeting should be 
signed by the president and attested by 
the cashier. 

BusINEss. 

The business of the banks should be 
carefully and promptly conducted. The 
books, at the close of each day, should 
exhibit the amount of cash on hand and 
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the exact condition of the bank. In 
large banks all the books should be 
balanced daily; in small banks, weekly 
or semi-monthly; and as often as every 
quarter, a careful examination of their 
affairs should be made by committees 
of the directors appointed for this pur- 
pose, and a report of the result of these 
examinations entered upon the minutes. 
The officers of the bank, other than the 
president, should be appointed to hold 
their offices during the pleasure of the 
board, and bonds should be executed 
accordingly. This will obviate the ne- 
cessity of requiring annual bonds from 
these officers, and will prevent the oc- 
currence of a time when they will not 
be under bond. Presidents being an- 
nually elected or appointed, will, of 
course, be required to give annual 
bonds; and whenever an officer is ap- 
pointed or reappointed, a bond should 
be required of him. 


CONDITION OF THE COUNTRY. 


Bear constantly in mind, although the 
loyal States appear superficially to be 
in a prosperous condition, that such is 
not the fact. That while the Govern- 
ment is engaged in the suppression of 


a rebellion of unexampled fierceness and 


magnitude, and is constantly draining 
the country of its laboring and produc- 
ing population, and diverting its me- 
chanical industry from works of perma- 
nent value to the construction of im- 
plements of warfare; while cities are 
crowded, and the country is to the same 
extent depleted, and waste and extrava- 
gance prevail as they never before pre- 
vailed in the United States, the nation, 
whatever may be the external indica- 
tions, is not prospering. The war in 
which we are involved is a stern neces- 
sity, and must be prosecuted for the 
preservation of the Government, no 
matter what may be its cost, but the 
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country will unquestionably be the poor- 
er every day it is continued. The 
seeming prosperity of the loyal States 
is owing mainly to the large expendi- 
tures of the Government and the re- 
dundant currency which these expendi- 
tures seem to render necessary. 

Keep these facts constantly in mind, 
and manage the affairs of your respec- 
tive banks with a perfect consciousness 
that the apparent prosperity of the 
country will be proved to be unreal 
when the war is closed, if not before; 
and be prepared, by careful manage- 
ment of the trust committed to you, to 
help to save the nation from a financial 
collapse, instead of lending your influ- 
ence to make it more certain and more 
severe. 


Discounts. 


Let no loans be made that are not 
secured beyond a reasonable contin- 
gency. Do nothing to foster and en- 
courage speculation. Give facilities 
only to legitimate and prudent transac- 
tions. Make your discounts on as short 
time as the business of your customers 
will permit, and insist upon the pay- 
ment of all paper at maturity, no mat- 
ter whether you need the money or not. 
Never renew a note or bill merely be- 
cause you may not know where to place 
the money with equal advantage if the 
paper is paid. In no other way can 
you properly control your discount line, 
or make it at all times reliable. 

Distribute your loans rather than 
concentrate them in a few hands. Large 
loans to a single individual or firm, al- 
though sometimes proper and necessary, 
are generally injudicious, and fre- 
quently unsafe. Large borrowers are 
apt to control the bank; and when this 
is the relation between a bank and its 
customers, it is not difficult to decide 
which in the end will suffer. Every 
dollar that a bank loans above its cap- 
ital and surplus it owes for, and its 
managers are, therefore, under the 
strongest obligations to its creditors, as 
well as its stockholders, to keep its dis- 
counts constantly under its control. 

Treat your customers liberally, bear- 
ing in mind the fact that a bank pros- 
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pers as its customers prosper, but never 
permit them to dictate your policy. 

If you doubt the propriety of dis- 
counting an offering, give the bank the 
benefit of the doubt, and decline it; 
never make a discount if you doubt the 
propriety of doing it. If you have rea- 
son to distrust the integrity of a cus- 
tomer, close his account. Never deal 
with a rascal under the impression that 
you can prevent him from cheating you. 
The risk in such cases is greater than 
the profits. 

In business, know no man’s politics. 
Manage your bank as a business insti- 
tution, and let no political partiality or 
prejudice influence your judgment or 
action in the conduct of its affairs. The 
national currency system is intended for 
a nation, not for a party; as far as in 
you lies, keep it aloof from all parti- 
san influences. 


OFFICERS. 


Pay your officers such salaries as will 
enable them to live comfortably and re- 
spectably without stealing, and require 
of them their entire services. If an of- 
ficer lives beyond his income, dismiss 
him; even if his excess of expenditures 
can be explained consistently with his 
integrity, still dismiss him. Extrava- 
gance, if not a crime, very naturally 
leads to crime. A man cannot be a safe 
officer of a bank who spends more than 
he earns. 

CaPITAL. 


The capital of a bank should be a 
reality, not a fiction; and it should be 
owned by those who have money to 
lend, and not by borrowers. The 
Comptroller will endeavor to prevent, 
by all means within his control, the 
creation of a nominal] capital by na- 
tional banks, by the use of their cir- 
culation, or any other artificial means; 
and in his efforts to do this, he con- 
fidently expects the coédperation of all 
the well-managed banks. 


GENERAL MANAGEMENT. 


Every banker under the national sys- 
tem should feel that the reputation of 
the system, in a measure, depends upon 
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the manner in which his particular in- 
stitution is conducted, and that, as far 
as his influence and management extend, 
he is responsible for its success; that he 
is engaged in an experiment, which, if 
successful, will reflect the highest hon- 
or upon all who are connected with it, 
and be of incalculable benefit to the 
country ; but which, if unsuccessful, will 
be a reproach to its advocates and a 
calamity to the people. It should be a 
chief aim, therefore, of the managers of 
the banks to make their respective in- 
stitutions strong; not only to keep their 
capital from being impaired, but grad- 
ually to create a surplus that will be a 
protection to their capital and to their 
creditors in the trying times that soon- 
er or later happen to all banking in- 
stitutions. There are few items that 
have a better look upon the balance- 
sheet, and none that is better calculated 
to give aid and comfort to the man- 
agers of a bank, and to secure for it 
the confidence of the people, than a 
large surplus fund. Create, then, a 
good surplus, even if you have for a 
time to keep your stockholders on short 
commons in the way of dividends to 
do it. 

Pursue a straightforward, upright, 
legitimate banking business. Never be 
tempted by the prospect of large re- 
turns to do anything but what may be 


THE BANKERS 





MAGAZINE 


properly done under the National Cur- 
rency Act. “Splendid financiering”’ is 
not legitimate banking, and “splendid 
financiers,” in banking, are generally 
either humbugs or rascals. 

Recollect, especially at the present 
time, that it should be the object of all 
honorable bankers to expedite, as far 
as practicable, rather than to postpone 
a return to specie payments. While the 
exigencies of the nation have required 
that the issues of the Government 
should be a legal tender, it must never 
be forgotten that the business of the 
country rests upon an unsound basis, 
or rather, is without a proper basis, as 
long as the Government and the banks 
are not meeting their obligations in 
coin. 

The eyes of the people are turned to 
the national banks. The indications 
are strong that if they are well man- 
aged they will furnish the country with 
its bank-note circulation. It is of the 
last importance, then, that they should 
be so managed. 

The sincere efforts of the Comptroller 
will not be wanting to make the system 
a benefit to the country. May he not 
expect that these efforts, on his part, 
will be sustained by the effort of the 
managers of the banks that have been 
or may be organizing under it? 

Hvueu McCutzocn, Comptroller. 


Fifty Years in a National Bank 


M®*: JAMES H. KNIGHT has just 
rounded out fifty years’ associa- 
tion with the old and well-known First 
National Bank of Hartford, and as 
his bank was one of the first organ- 
ized under the National Bank Act and 
he came into the bank practically at its 
inception, Mr. Knight may well lay 
claim to the longest continuous service 
of any national bank official in the 
country. 
Mr. Knight went to what is now 
the First National Bank March 9, 1863. 
At that time it was a State institution 


—the Merchants and Manufacturers’ 
Bank—with capital of $506,300, de- 
posits of $94,019.51 and circulating 
notes of $354,656. The population of 
the Capital City of Connecticut was 
about 30,000, now over 100,000, and 
the total deposits of the city banking 
institutions were but $3,482,815.67, as 
compared with over $36,000,000 at the 
present time. 

The books of the First National 
Bank were opened for business Feb. 1, 
1864. Its first presidert was Edwin 
D. Tiffany and its first cashier James 
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S. Tryon. John F. Holmes was teller, 
Charles S. Gillette bookkeeper and dis- 
count clerk, and these and the pres- 
ent president made up the complete 
staff of the bank. 

The bank began business in the 
building of the State Savings Bank on 
Pearl street, and the primitive methods 
of those days are exemplified by the 
fact that the key to the vault was in 
two parts, one of which was in pos- 
session of the president and the other 
was lodged with the cashier. 

Later the bank removed to Central 
Row and in 1898 its present fine build- 
ing on State street was completed and 
cecupied. 

The original capital of $500,000 
was increased by a stock dividend in 
1868 to $650,000 and its surplus in 
1863 of $42,000 has grown to $480,000 
and its deposits of $94,000 have in- 
creased to nearly $4,000,000. 

Mr. Knight advanced _ steadily 





James H. Kwnicut 


FOR FIFTY YEARS ASSOCIATED WITIT THE 
FIRST NATIONAL BANK OF HARTFORD 


through successive promotions, becom- 
ing assistant cashier in 1872, cashier 
in 1883 and president in 1887, so that 
1912 was his twenty-fifth as _presi- 
dent and 1913 is the fiftieth year of 
his connection with the bank. 














BANKING AND COMMERCIAL LAW 


Conducted by John J. Crawford, Esq., Author Uniform Negotiable Instruments Act 














Recent Decisions of Interest to Bankers 


Acceptance 


CRAL PROMISE OF CASHIER—NEGOTIABLE 
INSTRUMENTS LAW. 
Supreme Court of Kansas, Dec. 7, 1912. 


RAMBO ET AL VS, FIRST STATE BANK OF ARGEN- 
TINE. 


Under sections 134 and 139 of the Nego- 
tiable Instruments Act, the drawee of a 
hill is not obligated to pay the holder unless 
and until he accepts the bill and the ac- 
ceptance must be in writing and be signed 
iy the drawee. 

Equity must follow the law in all cases in 
which the Legislature has intervened and 
rrescribed rules of law which govern the 

zhts of the parties. 

\ bank is not liable on equitable grounds 

’ the holder for the amount of an unac- 
epted check which it has refused to pay 

cause the holder acquired the check on 

¢ oral representation of the bank that the 
rawer had funds on deposit to meet the 


check, that the check was good, and that 
the holder might safely take it in payment 
for goods sold the drawer. 


E. MASON deposited with the de- 

* fendant a check for $250, and 
received credit therefor on account sub- 
ject to check. Afterwards he drew 
a check on the bank in favor of the 
plaintiffs for $150 to pay for a dia- 
mond ring which he desired to purchase 
of them. One of the plaintiffs com- 
municated with the bank by telephone, 
informed the cashier of the pending 
ring transaction, and asked if the 
check was good. The cashier replied 
that Mason had on deposit sufficient 
funds to meet the check, that the 
check was good, and that it would be 
all right to let Mason have the ring. 
Relying on what the cashier said, the 
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plaintiffs sold the ring, and took the 
check in payment of the price. The 
bank then discovered that the check 
for which it had given Mason credit 
was fraudulent, and, when the plain- 
tiffs presented their check, payment 
was refused. The plaintiff sued the 
bank for the amount of the check, set- 
ting up all the facts. A demurrer was 
sustained to the petition, and the plain- 
tiffs appealed. 

Burcu, J.—The plaintiffs base their 
right to recover on the principle of 
equitable estoppel as stated in Clark v. 
Coolidge, 8 Kan. 189: “As a general 
rule estoppels in pais can apply only 
in the following cases: (1) Where the 
party doing the act or making the ad- 
mission knows at the time the truth of 
the matter about which he is acting or 
making admissions, or pretends that 
he knows the same, or has better means 
of knowing the same than the other 
party. (2) Where the other party does 
not know the truth of the same. 
(3) Where the act or admission is ex- 
pressly designed to influence the con- 
duct of the other party. (4) Where 
the other party relies upon and is in- 
fluenced by such acts or admissions.” 
All these elements, except perhaps the 
third, and its presence may be con- 
ceded, were embraced in the allegations 
of the petition. The argument is that 
the bank’s failure to investigate the 
genuineness of the check deposited by 
Mason before the plaintiffs inquired 
about it made the loss possible, and 
consequently that the bank, although 
innocent of intentional wrongdoing, is 
the one who in justice and good con- 
science must suffer. 

The state of facts upon which liabil- 
ity is predicated is the old, old one of 
refusal to pay an unaccepted bill which 
the drawee orally recommended as 
good to the holder before he acquired 
it. The question in such cases is, Was, 
it the duty of the drawee to pay the 
bill? If not. no liability attaches for 
refusal to pay because no duty has 
been violated. The obligation of the 
drawee of a bill to the holder has been 
dealt with expressly by the Legislature 
in the Negotiable Instruments Act. 
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not liable on 
the bill unless and until he accepts it. 


[1] The drawee is 
Section 134. Acceptance is the sig- 
nification by the drawee of his assent 
to the order of the drawer, and accept- 
ance must be in writing signed by the 
drawee. Section 139. Gen. Stat. 1909, 
Sections 5380, 5385. Section 134 re- 
lates to rights and duties, and not to 
form of remedy. It means that the 
drawee is not obligated to pay the 
holder unless and until he accepts, and 
the plaintiffs gain nothing by saying 
that they do not sue “on the bill.” 

[2] Neither do they gain anything 
by saying that they ground their action 
upon equitable considerations, since 
equity must follow the law in all cases 
in which the Legislature has intervened 
and prescribed rules of law which gov- 
ern the rights of the parties. ‘The es- 
tablished rule, although not of univer- 
sal application, is that equity follows 
the law, or, as stated in Magniac v. 
Thompson, 15 How. 281, 299, [14 L. 
Ed. 696], ‘that, wherever the rights or 
the situation of parties are clearly de- 
fined and established by law, equity 
has no power to change or unsettle 
those rights or that situation, but in all 
such instances the maxim equitas se- 
quitur legem is strictly applicable.’ 
* * * Courts of equity can no more 
disregard statutory and constitutional 
requirements and provisions than can 
courts of law. They are bound by 
positive provisions of a statute equally 
with courts of law, and, where the 
transaction or the contract is declared 
void because not in compliance with 
express statutory or constitutional pro- 
vision, a court of equity cannot inter- 
pose to give validity to such transaction 
or contract, or any part thereof.” 
Hedges v. Dixon County, 150 U. S. 
182. 

[3] The negotiable instruments act 
entailed no hardship upon the plain- 
tiffs, for they might have asked for 
a certified check, or might easily have 
obtained a lawful acceptance, and to 
permit them to recover on the theory 
proposed would loose again upon the 
business world the evils which the 
statute was designed to repress. 
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The judgment of the district court 
is affirmed. All the Justices concur- 
ring. 


Voting Trust 
EXPENSES OF PAYMENT OUT OF 
OF BANK. 


FUNDS 


Supreme Court of North Carolina, Dec. 11, 
1912. 
FIRST NAT. BANK OF FARBORO YS. HOLDERNESS. 

Majority stockholders of a national bank, 
who enter into an illegal voting trust agree- 
ment to secure for themselves for a fixed 
period the control of the bank, may not 
divert the funds of the bank, not concerned 
in the agreement nor authorizing it, to the 
payment of the expenses of preparing the 
agreement, and of defending the action in 
which it was adjudged illegal. 

HE defendants were parties to a 
pooling contract or “voting 
trust’’ agreement to secure to them- 
selves for the period of fifteen years 
the management and control of the 
plaintiff bank. The defendants were, 
respectively, the president, the vice- 
president, and cashier of the bank. 
One of the minority stockholders, who 
did not join in the agreement to pool 
the stock, brought an action to deter- 
mine the legality thereof, contending 
that it was illegal and void. This 
court upheld that contention. Bridgers 
v. Bank, 152 N. C. 293. The defend- 
ants, out of the funds of the bank, 
paid the expenses of the preparation 
and drafting of said pooling 
agreement and of defending the action 
in which it was held illegal. This ac- 
tion is brought by the bank to recover 
the sums thus expended, on the ground 
that this disbursement of its funds was 
unauthorized, and that the defendants 
should have paid such expenses per- 
sonally. The court below sustained 
this contention, and the defendants ap- 
pealed. 

Ciark, C, J.—The bank was not a 
party to the contract and agreement 
and took no part in the making or exe- 
cution of the contract. The question 
ot ultra vires, therefore, does not arise. 
The bank was merely a formal party 
— action to declare the voting trust 
legal, 
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The defense set up that these de- 
fendants acted in good faith is not 
germane to this question, which is 
merely one of legal right to use the 
funds of the bank for this purpose. 
Certain officers and stockholders of the 
bank made an agreement among them- 
selves to pool the stock, which agree- 
ment was in violation of both the State 
and Federal statutes. Bridgers  v. 
Bank, supra. The bank was not con- 
cerned in that agreement and did not 
authorize it. The cost of making it 
and the expenditure made in the effort 
to maintain the legality of the “voting 
trust” cannot be assessed against the 
bank. Its assets are a trust fund pri- 
marily for its creditors and secondarily 
for its stockholders. This fund could 
not be diverted to the payment of the 
expenses of an agreement among the 
stockholders, even if such agreement 
had been valid, and signed by all the 
stockholders. A fortiori, such expenses 
are not a valid charge against the bank 
when the agreement is invalid and was 
signed by only a portion of the stock- 
holders. 

These defendants should have paid 
all the attendant expenses out of their 
own funds. In taking the money of 
the bank for that purpose they acted 
without legal authority. The judgment 
directing repayment to the bank of its 
money thus wrongfully expended by 


them must be affirmed. 


Usury 


BANK—PENALTY—COUNTER 
CLAIM. 


NATIONAL 


Supreme Court of Oregon, Jan. 7, 1913. 


MERCHANTS NAT. BANK OF PORTLAND VS. JNO. 
P. SHARKEY CO. ET AL. 


In an action upon a promissory note by 
a national bank usurious interest paid by 
the maker cannot be set off against the 
principal debt, even though the State statute 
provides that such a counterclaim may be 
pleaded. 

But in such an action testimony showing 
the usurious character of the transaction 
may be received for the purpose of reduc- 
ing the rate of interest after commence- 
ment of the action from the conventional 
rate to the legal rate. 
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HIS is an action brought on June 

2, 1910, to regover the balance 

due upon a promissory note for $25,- 
800, executed by defendants to plain- 
tiff, upon which it was alleged there 
was due the sum of $24,000, with in- 
terest from February 22, 1910, at the 
rate of eight per cent. per annum. De- 
fendants answered, ‘admitting the exe- 
cution of the note, and alleging that 
there had been paid thereon the sum 
of $4,041.12, and that the interest had 
been paid up to July 8, 1910. The 
answer further alleged, in effect, that 
the plaintiff exacted, in consideration 
of making the loans, the payment of 
$5,000, and the transfer of property 
of the net value of over $14,000, in 
addition to the eight per cent. interest 
provided in the note, and asked that 
such sums be credited as payments on 
the note sued upon. The reply denied 
the allegations of the answer, tending 
to show usury; and later, in May, 1911, 
plaintiff filed a supplemental reply, ad- 
mitting that interest had been paid on 
the note up to March 30, 1911, and 
the $1,822.09 had been paid on the 
principal in addition to the sums cred- 
ited in the complaint, and alleged that 
there was then due on the note the sum 
of $22,077.91, with interest from 
April 5, 1911. On the trial the court 
held that the answer did not state facts 
sufficient to constitute a defense under 
the United States banking statutes, and 
excluded defendant's testimony tending 
to show the usurious nature of the orig- 
inal loan. There verdict and 
judgment for the plaintiff for $23,- 
296.38 and $250 attorney’s fees, from 
which judgment defendants appealed. 


McBripe, C. J.—(After stating the 
facts as above). Section 5198, U. S. 
Revised Stat. (Vol. 5, p. 130, Fed. 
Stat. Anno.; U. S. Comp. St. 1901, p. 
3493), provides that: “The taking, re- 
ceiving, reserving or charging a rate 
of interest greater than is allowed by 
the preceding section, when knowingly 
done, shall be deemed a forfeiture of 
the entire interest which the note, bill, 
or other evidence of debt carries with 
it, or which has been agreed to be paid 
thereon.” Section 5198 (Vol. 5, p. 


was a 
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133, Fed. Stat. Anno.) provides that: 
“In case the greater rate of interest 
has been paid, the person by whom it 
has been paid, or his legal representa- 
tives, may recover back, in an action 
in the nature of an action for debt, 
twice the amount of the interest thus 
paid from the association receiving the 
same; provided, such action is com- 
menced within two years from the time 
the usurious transaction occurred.” 


[1] By the great preponderance of 
authority it is held that the remedy 
herein provided for usurious transac- 
tions by national banks is exclusive. 
Farmers’ & Mechanics’ National 
Bank v. Dearing, 91 U. S. 29; Hasel- 
tine v. Central Bank of Springfield, 
183 U. S. 132. The usurious interest 
paid cannot be offset or counterclaimed 
against the principal debt in an action 
brought by the bank upon the note. 
Barnet v. National Bank, 98 U. S. 
555. This is the rule even where the 
State statutes provide that such coun- 
ter-claim may be pleaded. Barnet v. 
National Bank, supra. In the case last 
cited the court say: “The remedy given 
by the statute for the wrong is a penal 
suit. To that the party aggrieved or 
his legal representatives must resort. 
He can have redress in no other mode 
or form of procedure. The _ statute 
which gives the right prescribes the re- 
dress, and both provisions are alike ob- 
ligatory upon the parties.” 


[2] As to the interest accruing 
after the commencement of the suit, 


we are of the opinion that the court 
should have admitted testimony tend- 
ing to show the usurious nature of the 
transaction. The conventional interest, 
if unpaid, is forfeited; but, as to inter- 
est accruing after the commencement 
of the suit, the rule seems to be that 
the plaintiff is entitled to recover at 
the legal rate only. Brown v. Marion 
National Bank, 169 U. S. 418, 18 Sup. 
Ct. 390, 42 L. Ed. 801. The legal 
rate in this State is six per cent. The 
rate specified in the note is eight per 
cent. Defendants were entitled for the 
purpose of reducing the rate of interest 
from the conventional rate to the legal 
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rate to introduce the evidence rejected. 

The judgment will, therefore, be re- 
versed, and a new trial ordered, unless 
the plaintiff shall within twenty days 
remit the sum of $71.46; and in either 
case the defendants, having recovered 
a better judgment here than in the 
court below, should recover their costs 
in this court. 


Indorser 


WHO IS——-WAIVER—NEGOTIABLE 
MENTS LAW. 

Supreme Court of Florida, Nov. 20, 1912. 

HOPKINS ET AL VS. COMMERCIAL BANK. 

Where a party, who is the payee of a ne- 
gotiable promissory note, places his name 
on the back of the note under the words, 
“We, as indorsers, waive demand, notice 
and protest, and guarantee payment of this 
note, and acknowledge that we sign with 
full understanding of this contract,” such 
person is an indorser, since by the indorse- 
ment he does not “clearly indicate by ap- 
propriate words his intention to be bound 
in some other capacity,” as contemplated 
by the statute; and parol evidence is not 
admissible to show the status of such in- 
dorser to be that of a maker, so as to com- 
pel an action against him jointly with the 
three persons who signed the note as_ the 
makers thereof. 


INSTRU- 


HIS was an action upon a note in 
the following form: 


“$800.00 Jacksonville, Fla., May 30, 1911. 
Thirty days after date we promise to 

pay to the order of S. S. Goffin eight hun- 

dred and no-100 Dollars, at the Commercial 

Bank, for value received, with interest at 

the rate of eight per cent. per annum after 

maturity until paid. Together with an at- 

torney’s fee of ten per cent. if given after 

maturity to an attorney for collection. 

H. G. HOPKINS. 

F. H. ELMORE. 

S. G. SEARING. 


2423 


Due June 29, 1911. 

Indorsed: “We, as indorsers, waive de- 
mand notice and protest, and guarantee 
payment of this note, and acknowledge that 
we sign with full understanding of this con- 
tract. 

S. S. Goffin.” 

The defendants pleaded that Goffin 
should have been made a defendant 
with them. 

Wurtrietp, C. J. (Omitting part of 
the opinion)—Whether parties should 
be joined as defendants in an action on 


a negotiable promissory note may de- 
pend upon status or relation as well as 
upon liability. The status of an in- 
dorser or of a guarantor of a negoti- 
able promissory note is quite different 
from that of a maker of the note, even 
though the liability of indorser or guar- 
antor may, because of waivers, be equal 
to that of the maker. An indorser and 
the makers of a negotiable promissory 
note should not be joined as de- 
fendants in an action on the note. See 
Hough vs. State Bank of New Smyrna, 
61 Fla. 290; Webster vs. Barnett, 17 
Fla. 272. 

Section 2996 of the General Statutes 
provides that “a person placing his sig- 
nature upon an instrument otherwise 
than as maker, drawer or acceptor, is 
deemed to be an indorser, unless he 
clearly indicates by appropriate words 
his intention to be bound in some other 
capacity.” In this case S. S. Goffin, 
the payee of the note, placed his sig- 
nature upon the back of the note under 
words that, “as indorser,” he “waived 
demand, notice and protest,” and did 
“guarantee payment of this note.” This 
indorsement does not indicate an in- 
tention to be regarded as a maker of the 
note; for Goffin was the payee. The in- 
dorsement indicates merely (1) a pur- 
pose to waive the technical rights of 
Goffin as an indorser under the law to 
have due demand, notice and protest if 
the note is not paid by those primarily 
liable thereon as makers, and (2) an 
express recognition of his liability as 
fixed by law. The law fixes the status 
of S. S. Goffin as that of an indorser, 
since he placed his signature upon the 
instrument otherwise than as maker, 
drawer or acceptor, and did not clearly 
indicate by appropriate words his in- 
tention to be bound in some other ca- 
pacity. 

The words upon the back of the note 
preceding the indorsement by S. S. Gof- 
fin, the payee, waiving demand notice, 
and protest ,and guaranteeing the pay- 
ment of the note, may affect Goffin’s 
liability; but they do not affect his 
status as a party other than a maker. 
There is no such anomaly in the in- 
dorsement as will authorize the use of 
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VIA 


parol testimony to fix upon the indorser 
the status of a maker of the note; for 
he is by the plain terms of the note 
its payee, and his indorsement distinct- 
ly states that he puts his name on the 
back of the note as an indorser, and 
that he expressly waives rights that are 
peculiar to an indorser. The use of the 
other words in the indorsement does not 
constitute the payee of the note a maker 
of it. These plain terms of the written 
instrument cannot be varied by parol 
merely for the purpose of showing that 
the payee named in the note was in fact 
a maker and not the payee; no fraud, 
overreaching, or other facts appearing 
that would authorize the introduction of 
parol testimony. Goffin being the named 
payee, and having indorsed the note, not 
as a maker, but as an indorser, the mak- 
ers of the note cannot claim for him 
the status of a maker, even if his lia- 
bility is equal to that of a maker. 


Negotiable Instruments Law 


INSTRUMENTS SUBJECT TO INDORSEMENTS 
MADE AFTER ENACTMENT OF. 
Kansas City Court of Appeals, Dec. 9, 1912. 
GATE CITY NAT. BANK VS. SCHMIDT. 


Where a note was made and delivered 
before the Negotiable Instruments Law 


went into effect an endorsement thereon is 
governed by the prior law though made 
after the statute became operative. 
HIS was ‘an action against the 
indorser of a promissory note. 
Jounson, J.—(Omitting part of the 


Replies to Law and 
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opinion): Counsel for plaintiff rely on 
certain provisions of the act relating 
to negotiable instruments enacted by 
the Legislature in 1905 (section 9971 
et seq., Rev. Stat. 1909) to support 
their position that defendant should be 
held as an indorser of the note in suit, 
but we find that law has no application 
to this case. The act did not go into 
effect until June 16, 1905. See Session 
Acts 1905, pp. 243, 265, and 330. It 
contains the express enactment that “the 
provisions of this chapter do not ap- 
ply to negotiable instruments made and 
delivered prior to the passage hereof.” 
Section 10164, Rev. Stat. 1909. The 
note in suit was made and delivered 
June 15, 1905, the day before the act 
went into effect. True, the obligation 
of defendant as an indorser did not 
arise until after the act had become 
effective and the indorsement consti- 
tuted a new and independent contract, 
but that contract grew out of the note 
which became an integral part of it, 
and an action for the enforcement of 
such contract falls within the purview 
of the provision quoted, which clearly 
was intended to except all negotiable 
instruments in existence at the time of 
the enactment of the new law from be- 
ing, or in any wise becoming, subject 
to the operation of its provisions. The 
rights of the parties, therefore, are to 
be measured by the rules of law per- 
taining to negotiable instruments that 
were in force before the new act be- 
came a law. 


Banking Questions 


Questions in Banking | aw—submitted by subscribers— which may be of sufficient 


general interest to warrant publication 


Director—Time Within Which 
to Qualify 
Boston, Mass., Jan. 23, 1913. 


Editor Bankers Magazine: 

Sir: How long has a director after his 
election to take the oath of office? In the 
case I have in mind, one of the persons 
chosen at the last meeting of the stock- 


will be answered in this department. 


holders was in Europe at the time, and will 
not be back before March. PRESIDENT. 


Answer: The statute does not fix 
any particular time within which a per- 
son elected a director must qualify. The 
rule to be applied would, therefore, 
seem to be that applied in other cases 
where an act is required to be done, 
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but the time for doing it is not fixed, 
that is to say, such time as, under the 
circumstances, would be reasonable. In 
the case stated in the inquiry, the direc- 
tor could no doubt qualify upon his 
return to this country in March. 


Promissory Note — Negoti- 
ability—Consent to Ex- 
tension 


Iowa Crry, Iowa, January 25, 1913. 


Editor Bankers Magazine: 

Sir: Kindly advise whether the clause in 
the following note, “consent that time of 
payment may be extended without notice” 
renders the note non-negotiable: 
$—_— Iowa City, lowa———191— 
———days after date, we promise to pay 
to the order of —— 

At the First National Bank, Iowa City 
-—— Dollars 
with interest from date at the rate of seven 
per cent. per annum, payable annually, and 
plaintiff's attorney’s fees if sued hereon. 
Defaulting interest to draw eight per cent. 
interest; and we agree to pay a reasonable 
attorney's fee for the collection of this 
note in case it should be collected by an 
attorney or by suit, and I consent that any 
Justice of the Peace shall have jurisdiction 
of a suit brought on this note to an amount 
not exceeding Three Hundred Dollars. The 
makers, sureties, endorsers and guarantors 
of this note consent that time of payment 
may be extended without notice, and here- 
by severally waive presentment for pay- 
ment, notice of non-payment, protest and 
notice of protest. 

No, ———_-_——-( R }ermr---———— 














Re eee 
TELLER. 





Answer: That a provision of this 
character would not destroy the nego- 
tiable character of the note was decided 
by the Supreme Court’ of Illinois in the 
case of Spitzel vs. Miller, reported in 
Tue Bankers MaGazine for October, 
1912, p. 423. In that case, the note 
contained the following condition: “We 
also agree that in case said note is 
not paid at maturity, that it is at the 
option of the holder hereof to extend, 
as he deems proper, the payment of the 
above note, and that said extension shall 


not in any manner release one or cither 
of us from the payment hereof.” The 
court said: “The contention that said 
quoted words gave the holder the au- 
thority to extend the note as he pleased, 
that it could not be known what ex- 
tensions he might grant, and that, 
therefore, the time when the note be- 
came due and payable was uncertain 
and indeterminate, rendering the note 
non-negotiable, cannot be sustained. The 
note expressly provides that such op- 
tion to extend can be exercised only 
upon the failure of the payors to make 
payment at its maturity. The time of 
payment is certain. The note is dated 
February 22, 1908, and payable one 
year thereafter. After a note is due, 
its negotiability, for all practical pur- 
poses, is at an end.” 


Stockholder —Books of Bank 
—Inspection of 
New York, Jan, 24, 1913. 


Editor Bankers Magazine: 

Sir: Kindly inform me whether a stock- 
holder in a national bank has a right to ex- 
amine the books of the bank, and if he had 
this right, how he would enforce it where 
the directors refuse to allow him to look 
at the books. 

Srock HOLDER. 


Answer: It has been decided by the 
Supreme Court of the United States 
that a shareholder in a national bank 
has the right for proper purposes and 
under reasonable regulations as to time 
and place to inspect the books of the 
bank. (Guthrie vs. Harkness, 199 U. S. 
148.) And it has been held that it is 
a proper purpose where the stockhold- 
er contemplates a suit for false repre- 
sentations upon the sale of the stock. 
(Woodward vs. Old Second Nat. Bank, 
154 Mich. 459.) The proper legal 
reemdy where the directors refuse to 
allow the inspection is a mandamus. 
(People vs. Consolidated Nat. Bank, 
105 App. Div. [N. Y.] 429.) This 
writ may be issued by a State court. 
(Guthrie vs. Harkness, 199 U. S., 148.) 
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Conducted by Franklin Escher 














The A B C of Bonds 


By Artuur G. Lupers or Asutey & Co. 


VERYONE naturally desires to se- 
cure the highest rate of interest 
upon his money provided it is safe. 
The object of this booklet is to point 
out to people with $100 or more a way 
to get from five per cent. to six per 
cent. interest without sacrificing any of 
the elements of safety. 

Deposits in a savings bank bring 
only four per cent. and in many cases 
only 31% per cent. interest; and if, for 
any reason, they are withdrawn be- 
fore the end of the quarter, the inter- 
est for the entire quarter is lost. 

The money so deposited in banks is 
invested by the bank in bonds and in 
real estate mortgages and the difference 
between the interest received by the 
bank on its bonds and mortgages and 
the interest which it pays to its de- 
positors constitutes its profits. 

High class bonds and real estate 
mortgages yield from 414 per cent to 
614 per cent. and if, instead of keep- 
ing your money in the bank, you in- 
vest it in good bonds, you may get 
the benefit of a much higher interest 
return and at the same time your 
money will be just as safe. In other 
words, you may get the bank’s profit 
yourself. 


Wuart Bonps Are. 


In considering investments it is im- 
portant to know something about bonds 
and a brief description of them fol- 
lows: 


A bond of a company is a promise 
to pay a stated amount on a specified 
date and is consequently very different 
from the company’s stock, which rep- 
resents merely an interest in its busi- 
ness. The date upon which a bond be- 
comes due or payable is known as its 
“maturity.” Bonds are usually secured 
by a “mortgage” or a “deed of trust,” 
but as it is impossible to give a sepa- 
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rate mortgage to each bondholder, the 
mortgage is generally made to a “‘trus- 
tee,” which in most cases is a trust 
company, who holds the mortgage for 
the equal benefit of all the holders of 
the bonds secured by it. In other 
words, a bond is a part of a mortgage. 
When the bond is first issued the trus- 
tee signs a certificate upon it stating 
that it is one of the bonds secured by 
the mortgage mentioned upon its face. 

Bonds are issued in two forms known 
as “coupon” and “registered.” The 
coupon bond is payable to bearer and, 
as its name implies, there are attached 
to it a certain number of coupons, each 
one of which is for three or six months’ 
interest on the bond (although the 
interest on most bonds is payable every 
six months). A coupon is payable ev- 
ery three or six months, as the case 
may be, until the bond matures or falls 
due and each coupon states when and 
where it is payable. Therefore, in or- 
der to collect the interest on any cou- 
pon bond you hold, it is only necessary 
to detach each coupon as it becomes 
due and deposit it in your bank the 
same as cash. The coupons are usu- 
ally payable at the office of the trustee. 
A registered bond is payable only to 
the person in whose name it is regis- 
tered and the trustee usually mails to 
the registered holder a check for the 
interest upon it as it becomes due, there 
being no coupons attached to it. Cou- 
pon bonds may generally be registered 
as to principal; in other words, the 
bond itself may be registered so that it 
is of no value to anyone else, but the 
coupons are always payable to bearer. 

There are a number of different 


kinds of konds (such as mortgage 
bonds, debentures, collateral trust 


bonds) and the names used to desig- 
nate them usually depend upon the 
form of security which is back of them 
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SurpLus - - - $2,500,000 
Resources - - $40,000,000 


An old established, permanent and 
conservative bank 


Accounts invited 


WALKER HILL, President 


JACKSON JOHNSON, Vice-President G. M. 'TRUMBO, Assistant Cashier 


FRANK O. HICKS, Vice-Presiden Cc. L. ALLEN, Assistant Cashier 


EPHRON CATLIN, Vice-Presiden P. H. MILLER, Assistant Cashier 


J. Ss. CALFEE, Cashier Cc. L. BOYE, Assistant Cashier 








TPFOIDIDIIIIIDIIVIFIFIFIFI9VIIIIIIIIIIFFIIOIVI FIID Fr 


r xy . 


aw) 


BONDS 


‘ . 
} below their supposed value. 
small estate. 


Illness, accident or death 
principal is sate. 


A-R-E 6% Gold 


1 —— The Bulwarks of the Estate 


Questionable securities frequently cause estates, when settled, to shrink 
Unwise investments have wiped out many a 


Sound, marketable Bonds are the best securities you can own, for your 
personal needs or to leave for those whose future depends upon you. 
interest return on such Bonds is established and dependable; they are easily 
negotiable and available as collateral; their value is at all times assured. 
need cause 
your funds are so invested, for your income continues undisturbed, and your 


Bonds are the 


American Real Estate Company, and are based on its extensive ownership of 


For a quarter of a century they have paid 6% 
interest and matured principal at par, without loss or delay, returning to 
investors upward of $11,000,000 in principal and interest. 

Printed matter, including new financial statement and map of New York 
City, showing location of our properties, will be sent on request. 
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no serious financial difficulties if 


direct contract obligations of the 
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and the following is a brief description 
of the kinds most widely used: 

First Morteace Bonps are secured 
by a mortgage which is a first lien on 
certain property usually described in 
the mortgage. 

RerunpinG MortGace Bonps are se- 
cured by a second mortgage, although 
they are frequently used to refund or 
pay off an issue of first mortgage bonds 
in which case they are known as first 
and refunding mortgage bonds. In 
many cases a sufficient number of re- 
funding bonds are deposited with the 
trustee to retire any first mortgage 
bonds which may be outstanding. 

DeseNTurREs are an obligation of the 
company issuing them, but there is no 
definite security back of them other 
than the assets and credit of the issu- 
ing company. 

CoLtaTeRAL Trust Bonps are se- 
‘ured by depositing with the trustee 

‘rtain other bonds or stocks of value 
‘gual to or greater than the collateral 
trust bonds. 
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CoNnveERTIBLE Bonps are usually de- 
bentures which may be converted into 
or exchanged for a stated amount of the 
stock of the issuing company. This 
conversion is usually optional with the 
bondholder. 

Income Bonps are sometimes se- 
cured by a mortgage on the company’s 
property, but the payment of the in- 
terest on them is dependent upon the 
income or earnings of the company. In 
some cases the rate of interest is fixed 
and in others it is not. 

Equipment Bonps are secured by a 
lien on the locomotives, cars, etc., of 
a railroad. 

Car Trust Bonps are similar to 
equipment bonds except that the cars, 
etc., are owned by the trustees for the 
bondholders and are leased to the rail- 
road company for a term of years at 
a rental which will pay the interest on 
the bonds and also retire or pay off a 
sufficient number of bonds each year so 
that the entire issue will be paid before 
the cars, etc., are worn out. 
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The American National Bank 
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Total Resources over. . . 
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A new building, the best equipment, an able and experi- 

enced staff of officers and employes—these are some of the 

things that enable us togive excellent service to customers 
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ment opportunities in this prosperous region an: cordially in- 
vite correspondence in regard to them. 


SAN DIEGO, CAL. 
$200,000.00 
160,000.00 
- 2,250,000.00 


J. W. SEFTON, Jr., Pres. 
L. J. RICE, Asst. Cashier 
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UNpbERLYING Bonps. 

When an issue of bonds is put out 
secured by a refunding or second mort- 
gage on certain property the bonds se- 
cured by a first mortgage on all or part 
of that same property become what are 
known as “underlying bonds” and these 
are usually very valuable. They are 
the kind that conservative people keep 
locked up in their strong boxes and 
only get them out to cut off the cou- 
pons. Many underlying bonds were 
issued by the original company owning 
the property and are guaranteed or as- 
sumed by the company subsequently 
purchasing or acquiring it. 


SINKING Funps. 


It is sometimes provided in a mort- 
gage or deed of trust securing an issue 
of bonds that the company will at stat- 
ed intervals deposit with the trustee a 
certain amount of money for the pur- 
pose of paying off a portion of the is- 
sue. This is known as a “sinking 
fund” and in some cases the amount 
so deposited by the company will be 
sufficient to pay off the entire issue by 
maturity, but such is not generally the 
case except in timber and coal bonds. 

There are two ways of retiring the 
bonds through a sinking fund in gen- 
eral use. One is for the trustee to ad- 
vertise that it has a certain amount of 
money on hand for that purpose invit- 
ing the bondholders to offer their bonds 
at not exceeding a certain price. The 
offers are kept by the trustee until a 
certain date and then the bonds offered 
at the lowest price are taken up. If a 
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sufficient number of the bonds are not 
offered, the trustee draws lots and 
thereby selects the serial numbers of 
an amount of the bonds, sufficient to ex- 
haust the funds so deposited with it 
provided the company has the option of 
redemption, which is frequently the 
case. In some cases bonds so bought 
or called are cancelled; in others they 
are kept alive in the sinking fund and 
the interest used to purchase or call 
other bonds at the next sinking fund 
period. The fact that the bonds bear- 
ing these numbers have been drawn for 
payment is advertised and the bonds 
cease to bear interest after a certain 
date. In some cases they are drawn for 
payment without the trustee advertising 
for offerings. The other method, which 
is not used to any extent, is for the 
trustees to invest the funds so depos- 
ited with it and hold them in that 
way until the Bonds mature and then 
they pay them off. 

In considering the value of a bond 
the important points to be looked into 
are: 


1. Security oF PrincIPaL. 

This means: Is the property securing 
the bond of value equal to or greater 
than the amount of outstanding bonds? 

2.. Security or INTEREST. 

Are the net earnings of the company 
sufficient to pay the interest on all its 
tonds and still leave an amount suffi- 
cient to guard against “hard times”? 
Are the company’s earnings stable, i. e., 
are they likely to be affected by panic 
conditions to an extent which will af- 
fect the bondholders? 























WOULD YOU INCREASE YOUR PROFITS? 


WOULD YOU MINIMIZE THE RISK? 


Let us tell you how you can invest a few hundred or a few thou- 
sand dollars in a High Grade 6% Investment, secured by First 
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Mortgages on well chosen New York City real estate. 
Ask for Booklet L.L. 
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3. CONVERTIBILITY. 

Can the bonds be sold at any time 
without much trouble and will your 
bank loan you money upon them? 

4. YIELD. 


Is the yield or interest return consis- 
tent with the security and convertibility 
of the bond? 


5. INCREASE IN VALUE. 


Is there a reasonable possibility of 
the bonds increasing in value? 

Bonds combining absolute  secur- 
ity and convertibility do not yield as 
much as those in which one of these 
elements is lacking. There are many 
well secured bonds which have not a 
very wide market and consequently the 
yield on them is proportionately high, 
and on the other hand there are a 
great many bonds which have a wide 
market but are not so well secured and 
on them also the yield is fairly high. 
The investor who insists upon both 
safety and marketability must be satis- 
fied with a low interest return and he 
is frequently paying for something he 
does not require, namely, a quick mar- 
ket. 

“Anp INTEREsT.” 


Bonds are almost invariably sold at a 
price “and interest.” This means that 
if on October Ist you buy a five per 
cent. bond of $1000 at 95 and inter- 
est, on which the interest is payable 
January-July Ist, you must pay $950 
plus interest at five per cent. on $1000 
from July Ist to October Ist, or three 
months, which is $12.50 or $962.50 in 
all. Then on the following January 


Ist you collect a coupon for $25.00, 
representing six months’ interest on 
£1,000. This $25.00 includes the three 
months’ interest, $12.50, which you paid 
when you bought the bond and the three 
months’ interest from the time you 
bought to January Ist, which is also 
$12.50. In other words, you may sell 
a bond at any time without losing any 
interest. 

In determining the “yield” on bonds 
there are three things to be considered, 
viz.: the price, the rate of interest and 
the maturity. 


YIELD. 

The face amount of a bond is known 
as “par” and when a bond sells for 
more than par it is said to sell “at a 
premium”; when it sells for less than 
par it is said to sell “at a discount.” 
When a bond maturing in two years 
and on which the interest is payable 
semi-annually sells at a discount the 
difference between its selling price and 
its par must be divided into four 
amounts and added to the semi-annual 
interest actually received in order to 
determine the actual yield on that bond. 
These added amounts, however, are not 
actually received uitil the bond matures 
and the principal of it is paid. 

We will take for example a bond 
for $1,000 bearing five per cent. inter- 
est, payable semi-annually on January 
and July Ist, and due on July 1, 1914. 
This bond was purchased on July 1, 
1912, for 98.14 and at that price will 
yield six per cent., as proved by the 
following computation: 
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Miners Bank, Joplin, Mo. 


We cordially invite correspondence relative to opportunities and investments, the advan- 
tages of Joplin as a manufacturing point, etc. 


Capital, $100,000 Surplus, $100,000 Deposits, $750,000 


Accounts and collections also invited. 











July 1, 1912—Cost of bond. . $ 981.40 
Jan. 1, 1913—6 months’ inter- 
est at 6% on $981.40 


Jan. 1, 1913—Coupon collected 


$29.45 
25.00 
Jan. 1, 1913—Interest still due 
which is added to principal 


Jan. 1, 1913—Amount on 
which interest is to be cal- 
culated for next 6 months. 

July 1, 1913—6 months’ in- 
terest at 6% on $985.85... 

July 1, 1913—Coupon col- 
lected 


July 1, 1913—Interest still 
due which is added to prin- 
cipal 


July 1, 1913—Amount on 
which interest is to be cal- 
culated for next 6 months. 

Jan. 1, 1914—6 months’ inter- 
est at 6% on $990.42..... § 

Jan. 1, 1914—Coupon collected 


$ 990.42 


Jan. 1, 1914—Interest still due 
which is added to principal 4.72 
Jan. 1, 1914—Amount on 
which interest is to be cal- 
culated for next 6 months. 
July 1, 1914—6 months’ in- 
terest at 6% on $995.14... $29.86 
July 1, 1914—Coupon col- 
lected 25.00 


$ 995.14 


July 1, 1914—Interest still 
due which is added to prin- 
4.86 


Amount received at maturity $1000.00 

In the case of a bond selling at a 
premium the same general rule applies 
except that part of the amount re- 
ecived for each coupon is deducted 
from the cost of the bond so that at 
maturity there will be just the face 
amount of the bond charged to the prin- 
cipal of the investment. The same 
bond mentioned before, bought at 
101.90 would yield only four per cent. 
as proved by the following: 


Bos 


July 1, 1912—Cost of bond.. $1019.00 
Jan. 1, 1913—Coupon collected $25.00 
Jan. 1, 1913—6 months inter- 


est at 4% on $1019....... 20.39 


Jan. 1, 1913—Difference de- 
ducted from principal.... 


Jan. 1, 1913—Amount on 
which interest is to be cal- 
culated for next 6 months. 

July 1, 1913—Coupon col- 
lected 

July 1, 1913—6 months’ in- 
terest at 4% on $1014.39.. 


$1014.39 
25.00 


20.30 


July 1, 1913—Difference de- 
ducted from principal.... 


July 1, 1913—Amount on 

which interest is to be cal- 

culated for next 6 months. $1009.69 
Jan. 1, 1914—Coupon collected $25.00 
Jan. 1, 1914—6 months’ inter- 


est at 4% on $1009.69.... 20.21 


Jan. 1, 1914—Difference de- 
ducted from principal.... 


Jan. 1, 1914—Amount on 
which interest is to be cal- 
culated for next 6 months. $1004.90 

$1004.90 

$1004.90 


Carried forward 
Brought forward 
July 1, 1914—Coupon col- 
lected $25.00 
July 1, 1914—6 months’ in- 
terest at 4% on $1004.90.. 20.10 


July 1, 1914—Difference de- 
ducted from principal.... 
Amount received at maturity 


4.90 
$1000.00 


There are many good bonds on the 
market yielding five per cent. or over, 
but the average man, in making invest- 
ments of this character, should seek the 
advice of a reputable bond house, 
which is careful to recommend to its 
clients only such bonds as, after care- 
ful investigation, it considers safe and 
sound investments. 








J. K. RICE, Jr., & CO., BUY AND SELL 


Singer Manufacturing Steck 
Autosales Gum & Chocolate Stock 
American Meter Steck 

Atlantic Fruit & 8S. 8S. Stock 
Bordens Milk, Com. & Pfd. 
Childs (Rest.) Com. & Pfd. 


J. K. RICE, 


Phones 7460 to 7466 Hanover 


Computing-Tabulating Redg. Stock 
DuPont Powder, Com. & Pfd. Stock 
International Nickel, Com. & Pfd. Stock 
Lackawanna R. R. of N. J. Stock 
Mohawk Valley Stock 

National Lt., Ht. & Power, Com. & Pfd. Stock 


Jr.,& CO. 


33 Wall Street, 


Stock 
Stock 


New York 





Investment and Miscellaneous Securities 


GUARANTEED STOCKS. 


Quoted by W. E. Hutton & Co., Dealers in In- 
vestment Securities, 60 Broadway, New York. 


(Guaranteeing company in parentheses.) 


Bid. Asked. 


Albany & Susquehanna (D. & H.)..280 
Allegheny & West’n (B. R. I. & P.).130 
Atlanta & Charlotte A. L. (So.R.R.). = 
Beech Creek (N. Y. Central) 


Boston & Lowell (B. & M.) 

Boston & Albany (N. Y. Cen.)..... 211 

Boston & Providence (Old a gp 290 

Broadway & 
(Met. St Ry. Co.) 

— City R. R. 
Co. 


7th Av. 


Cayuga. & Susquehanna (D.L. &W.). -208 

Christopher & l1vth St. Co. 
(M. 8. 

Cleveland & Pittsburg (Pa. R. R.). 

Cleveland & Pittsburg Betterment. 

Columbus & Xenia 

Commercial Union (Com’l C. Co.).. 

Concord & Montreal (B. & M.)..... 1 

Concord & Portsmouth (B. & M.).. 

Conn. & Passumpsic (B. & L.) 

Conn. River (B. & M.) 

Dayton & Mich. pfd. (C. H. & D.)..120 

Delaware & Bound B. (Phila. aR) 190 

—— Hillsdale & S. W. 


-) 
maa Pa. (Phila. 4 Reading) 5 
Eighth Av. St. R..R. (M. S. R. C.).300 
Elmira & Williamsport pfd. (Nor. 
Cen.) +e 
ie & Kalamazoo (J. S. & S.)....200 
Erie & Pittsburg (Penn. R. R.)....- 134 
Ft. Wayne & Jackson pfd. (L. S. & 
M. 8.) 12 
Franklin Tel. Co. Union). 
Forty-second St. St. R. R. 
(Met. St. Ry.) 
Goeeu R. R. & Bk. Co. 


Cc. L.) 

Gola & Stock Tel. Co. (W. U.)...-. 
Grand River Valley (Mich. Cent.).. 
Hereford Railway (Maine Central). 
Inter Ocean Telegraph (W. U.).... 9 
Illinois Cen. Leased Lines (Ill. Cen.) 93 
Jackson, Lans. & Saginaw (M. C.).. 80 
Joliet & Chicago (Chic. & Al.) 
Kelamense, Al. & G. Rapids (L. S. 

& ) 
Kan a Ft. 

L. & & F.)- 
K. ¢., St. L. & C. pfd. 
Little Miami (Penn. R. 
Louisiana & Mo. Riv. (Chic. & Ati. 5128 
Mobile & Birmingham pfd. 4% (So. 

RY.) 


Mobile & Ohio (So. Ry.) 


(West. 
G. 


7 
—- & Al. oot 


290 
140 
175 

97 
216 
297 
165 


Bid. 


Morris & Essex (Del. Lack. & W.).171 
Nashville & Decatur (L. & N.) 
a ne ee ty & Man. Beach -., 


N. Y. & Harlem (C. & P.) 

N. Y. & Harlem (N. Y. Central). 

N. Y. L. & Western (D. L. & W.). 1121 

Ninth Av. R. R. Co. (M. St. Ry. Co.)150 

North Carolina R. R. (So. Ry. 

North Pennsylvania (Phila. & R.). 

North R. R. of N. J. (Erie R. R.). 

Northwestern Telegraph (W. U.). 

Nor. & Wor. pfd. (N.Y. .N.H.&H.). 

Old Colony (N. Y., N. H. & WR. osc 

Oswego & Syracuse (D. L. & W.). 

Pacific & Atlantic Tel. (W. “See 

Peoria & Bureau Val. (C.R.L&P.)..172 

Pitts. B. & L. (B. L. E. & C. Co.).. 60 

Pitts. Ft. Wayne & Chic. (Pa.R.R.) .166 
Ft. Wayne & Chic. special 


McKeesport, 
(P. & L. EB. M. 8.) 
Providence & Worcester (N. Y., N. 
H. & H.) 
Rensselaer & Saratoga (D. & H.).. 
Rome, Watertown & O. (N.Y.Cen.).121 
Saratoga & Schenectady (D. & H.).160 
Second Av. St. R. R. (M. 8S. R. Co.) 10 
Southern Atlantic Tel. (W. U.).... 92 
Sixth Av. R. R. (Met. S. R. Co.)...110 
Southwestern R. R. (Cent. of Ga.).108 
Troy & Greenbush (N. Y. Cent.)...160 
Twenty-third St. R. R. (M. S. R.)..200 
Upper Coos (Maine Central) 122 
Utica, Chen. & Susq. (D. L. & W.).142 
United N. J. & Canal Co. (Pa.R.R.).237 
Valley of New York (D., L. & W.).117 
Warren R. R. Co. (D., L. & W.)....164 


Asked. 
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Selection of Proper Material for Vault 
Construction 


How the Maximum of Strength May Be Obtained 


The contest between the makers of arm- 
or-plate for naval vessels and the manu- 
facturers of guns powerful enough to pierce 
it has long enlisted the interested atten- 
tion of the world. Hardly less important 
is the search for some material strong 
enough to protect securities and money 
from destructive elements and from 4as- 
saults by burglars or mobs. This is a sub- 
ject in which bankers as custodians of the 
forms of property named are vitally con- 
cerned—a fact fully justifying the publica- 


tion of the following description of the 
efforts made to find the best material for 
vault construction.—Editor Bankers Maga- 
zine. 


HE fundamental principle of the 

necessity of perfect vault protec- 
tion lies in decisions that have been 
rendered; viz., “the law holds a bank 
to a strict accountability for the care 
of collateral in its possession belong- 
ing to others.” In addition to this 
there enters the great element of self- 
protection or the protection of the 
banks’ own funds and securities which 
may amount to far more than the col- 
laterals belonging to others. In view 
of this great necessity for protection, 
vault builders are constantly experi- 
menting to overcome the possibility of 
cracksmen or others securing an ad- 
vantage. 

In the larger cities, with excellent 
police systems and other safeguards, the 
question of burglary has become of les- 
sened importance. But even if modern 
vaults were so constructed as to be 
burglar-proof beyond question, a force 
has arisen that must be considered as 
more serious than that of burglary; 
viz., the social unrest that prevails and 
which may eventually lead to revolu- 
tion unless checked. Students of so- 
ciology are giving this matter close at- 
tention and many predict that, unless 
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conditions are changed, within a few 
years such an uprising will occur. When 
an association is permitted to exist un- 
checked, whose watchword is: ““No God, 
no law, no country’; when lawlessness 
is permitted to go unnoticed; when 
structures are dynamited, without re- 
gard to human life or property valua- 
tion, because their constructors are not 
union men—surely the matter is 
fraught with great peril. 

It has been almost the universal cus- 
tom of a mob, after its main object has 
been attained, to attack the banks. In 
Cincinnati, during the riots of a few 
years back, the mob actually secured 
possession of a prominent bank and it 
required the services of almost the en- 
tire State militia to dislodge them. Dur- 
ing the last uprising in China many 
banks were looted, and but recently in 
Lawrence, Mass., the authorities, realiz- 
ing the result if the banks were left un- 
protected, placed a cordon of soldiers 
around them. 

One cannot read the daily papers 
without having forced on one’s atten- 
tion the lawlessness and objection to 
constituted authority manifested in the 
reports. With these things in view, at- 
tention must be paid to vault construc- 
tion which will resist attacks of any 
nature that may be brought. 

The Bethlehem Steel Company have 
given this most important subject their 
earnest attention and after much ex- 
perimenting have decided that the only 
method of construction that will effect- 
ually accomplish the purpose is Har- 
veyized Nickel Steel Armor Plate of the 
same construction as that used by the 
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nations of the world for the protection 
of their battleships. 

While it will not be possible to enter 
into a chemical analysis or the processes 
required, to explain the composition of 





A tensile strength of 100,000 to 
125,000 is secured as against a prob- 
able 60,000 to 70,000 by the rolling 
process, and even less for cast metal. 
By carbkonizing and tempering a de- 


Cuartes M. Scuwas 


PRESIDENT BETHLEHEM STEEL COMPANY 


the metal used, it can be said that these 
plates are forged to the actual thick- 
ness and size required. 

Forged under a 14,000-ton press the 
met] becomes very dense and compact, 
free from pipes, segregations, seams, or 
blow holes, which cannot be avoided in 
rolled or cast sections. 


gree of hardness is secured that will 
resist any steel cutting tools yet devised. 

The joints are made so close that it is 
impossible to make effective use of any 
form of wedge. This great advantage 
comes through the unification of the plates 
as opposed to the laminated construc- 
tion of thin plates held together by 
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AN INGOT FROM WHICH ARMOR PLATE 


screws. Experiments made by one of 
the leading vault- engineers who ex- 
pended over $100,000 in these tests, dem- 
onstrated that if a given section of the 
very best laminated construction resist- 
ed any force possible to be applied to 
the destruction of a vault, which force 
may be represented by one, it required 
8.26 more force to destroy a similar 
section of armor plate under exactly 
the same conditions. 

Sledging would have no more effect 
on armor plates, than it would on a 
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IS FORGED. WEIGHT, 273,500 Las. 


properly made and tempered anvil. The 
solid plate, as used for the body or 
lining of the vault, would resist the 
penetration of any field gun and the 
heavier plates used in the door and 
jambs would offer still greater resist- 
ance to such attack. 

The close joints of armor plete con- 
struction, together with the fact that 
each plate is of full thickness, without 
laminations or screws, makes the vault 
absolutely waterproof. This is of the 
utmost importance, as was demonstrat- 
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VAULT, UNION TRUST COMPANY, SAN FRANCISCO, CAL. 


| the Equitable fire in New York, 


wh«re immense quantities of records 
were practically destroyed by water 
see}'ng through the joints of the lam- 
inat d plates. 


DEPOSIT 


OUTSIDE FINISH AND GRILLE 


The dcors are each made in one solid 
forging, including the frames through 
which the bolts work, and are ground 
to their seats to make a perfect metal 
to metal fit and render them proof 











THE BANKERS 


MAGAZINE 





ARMOR-PLATE PRESS (PRESSURE 14,000 TONS ‘ro SQUARE INCI). 
HARVEYIZED STEEL VAULT CONSTRUCTION 


PLATES FOR 


against the introduction of liquid ex- 
plosives or water. 

A device is attached that 
leaving the door unlocked without the 


prevents 


fact becoming apparent and signal 
lights show when doors are fully 
locked. The doors are provided with 


bolts, al! 
con bination 


twenty-four or more con- 
trolled by 
locks, which in turn are controlled by 
four time movements, any one of which 
will do the work to unlock 
the door, and thus prevent the possi- 
bility of a lock-out. 

Armor plate vault construction has, 
after the most rigid investigations and 
experiments, been adopted by the lead- 
ing banks and financial institutions. Be- 
low will be found the names of a few 


of those thatare using this constru n: 


one or more 


necessary 


The National City Bank, New York. 
The National Park Bank, New York. 
The Farmers Loan & Trust Co., New York. 


The Mercantile Safe Deposit Co., New York. 


USED IN FORGING 


The Knickerbocker Trust Co.. New York. 

The Fifth Avenue Safe Deposit Co., New 
York. 

The Old Colony Trust Co., Boston. 

The Girard Trust Co., Philadeiphia. 

The Girard National Bank, Philadelphia. 

The Philadelphia Clearing-House, —Phila- 
delphia. 

Provident Life & Trust Co., Philadelphia. 

Union National Bank, Pittsburg. 

First National Bank, Pittsburg. 

Farmers Deposit National Bank, Pittsburg. 

Union Trust Co., Pittsburg. 

Commonwealth Trust Co., Pittsburg. 

Buffalo Savings Bank, Buffalo. 

Western Reserve Trust Co., Cleveland. 

Cleveland Trust Co., Cleveland. 


Union Savings Bank & Trust Co., Cincin- 
nati. 

Continental and Commercial National Bank, 
Chicago. 


Commercial Safe Deposit Co., Chicago. 
Continental Trust Co., Baltimore. 
Western National Bank, Baltimore. 
Eutaw Savings Bank, Baltimore. 

Third National Bank, St. Louis. 
Mercantile Trust Co., St. Louis. 

United States Trust Co., Louisville. 
American National Bank, Indianapolis. 
Indiana National Bank, Indianapolis. 
Penobscot Safe Deposit Co., Detroit. 








VAULT, E. P. WILBUR TRUST COMPANY, SOUTH LETINLEHEM, PA, 
MAIN DOOR CLOSED 





VAULT, E, P. WILBUR TRUST COMPANY, SOUTH BETHLEHEM, PA, 
MAIN AND EMERGENCY DOOR OPEN 
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VAULT, UNION TRUST COMPANY, SAN FRANCISCO, CAL, TOOR OPEN SIIOWING 
BOLT WORK AND FOOT BRIDGE 


VAULT, UNION TRUST COMPANY, SAN FRANCISCO, CAL. SHIOWING INTERIOR 
ARRANGEMENT OF DEPOSIT BOXES 
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NATIONAL NEWARK BANKING COMPANY, NEWARK, N. J. 


DEPOSIT 


MAIN VAULT 


DOOR SWUNG INTO POSITION 


Union Trust Co., San Francisco. 

Humboldt Savings Bank, San Francisco. 

First National Bank, San Francisco. 

San Francisco Savings Union, San 
cisco. 

Los Angeles Safe Deposit & Trust Co., 
Los Angeles. 


Fran- 


Northwestern Mutual Life Ins. Co., Mil- 
waukee. 

Marshall & Ilsley Bank, Milwaukee. 

Morristown Trust Co., Morristown, N. J. 

National Newark Banking Co., Newark, 
oe 

Marine National Bank, Buffalo. 


- ent aU ice - 


BETHLEHEM STEEL COMPANY, SOUTII 


RBETHLENEM, PA.— 


PARTIAL VIEW OF PLANT 


Tax on German Fortunes 


TAX on German fortunes is depended 
upon to pay the expense of the mili- 
tary expansion programme which the 

ser is so insistent upon because of his 

rpretation of the formation of the new 
nation in the form of the Balkan 
ue. The rates of the proposed tux 
he provision of a war fund are as 
ws: Up to $50,000 $1.25 in every $500; 
0 to $125,000, $1.60: $125,000 to $250,- 
$250,000 to $2,500,000, $5; $2,- 


$2.50; 


500,000 to $5,000,000, $7.50: $5,000,000 to 
$12.500,000, $10; $12,500,000 to $20,000,000, 
$12.50; $20,000,000 to $25,000,000, $15; more 
than $25,000,000, $20 in every $500. These 
figures will undoubtedlv prove an effec- 
tive test of the patriotism of the German 
millionaire. To those who are not vio- 
lently patriotic there will undoubtedly 
occur a suggestion to change their invest- 
ments in an effort to at least confuse the 
tax assessor. 





“*In Case of My Death” 


A Safe Deposit Article on Gifts ‘‘ Inter Vivos’’ and 
‘* Causa Mortis’’ 


By Joun P. Carter, Custopian Lincotn Sare Deposit Company, 
New York; AvutTHor oF THE SAre Deposit NARRATIVE, 


“In THE Cave or ALADDIN,’ 


O one upon whom the study of 

human nature is thrust by his 
“day’s work,” it cannot but ke a sur- 
prise to learn how imperfect and su- 
perficial, in any practical sense. seems 
a conception of the inevitability of 
personal demise—of the great surren- 
der, the unconditional and complete 
relinquishment of all things, soon or 


later to be demanded from every 


“man * * * born to die.” 
Theoretically, of course, the cer- 
tainty of death is accepted intelligent- 
ly; but only “As in a glass, darkly,” 
does the average vision perceive and 


comprehend the swerveless and sure 
advance upon youth and health—the 
dread proximity to maturity and age— 
of the universal doom whose shadow 
tempers even the sun that gilds Life’s 
cradle. 

Hence it is, perhaps, that assuming 
large values to be in question—actual 
property-gifts “inter vivos” are com- 
paratively few and far between; while 
gifts “causa mortis” increase in num- 
ber, although legal authorities pro- 
nounce them to be “always more or 
less suspicious” in the eyes of the 
law as it relates te estates, inclusive 
of the deposits of decedents. 

Tue Deposits or DEcEeDENTs. 

Such, in truth, is specifically our 
present subject, with which the vexed 
question of gifts “inter vivos’” and 
“causa mortis” is inseparably associated. 

The distinction between these gifts 
should be understood clearly; since to 
confuse them, or to take it for grant- 
article are 


*The rights te this 


the author 


reserved by 


a6 


’ 


ETC., ETC. 


is to err 
for all con- 


ed that they are synonyms, 
at a cost unfortunate 
cerned. 

In legal terms, then, ‘a gift ‘inter 
vivos’ is made between persons living, 
and without any prospect of immedi- 
ate death.” 

“A gift ‘causa mortis’ is a gift of 
personal property made by a person 
about to die, and in view of death. 
Such a gift, if accompanied by an ac- 
tual delivery or some equivalent act by 
the donor in his lifetime, if capable of 
proper proof, is valid, notwithstand- 
ing the law relating to wills.” 

Surely these definitions are sufficient- 
ly clear and distinct, and have been 
brought to public notice repeatedly. 
Yet when the disposition of the prop- 
erty of decedents is in question, his- 
tory repeats itself in regard to evi- 
dences of public ignorance of legal re- 
quirements. 

Certainly it would seem that the ma- 
jor portion of the public must be 
aware, at least subconsciously, that the 
probate court recognizes and regards 
only such instructions as are presented 
in duly legal, or, at the very least. in 
valid form. 

Yet notwithstanding the notable 
will-contests and other property-suits 
whose celebrated cases are reported by 
the daily press—notwithstanding many 
familiar modern instances of disap- 
pointed heirs-expectant and of plain- 
tiffs denied the possession of gifts ir- 
regularly bequeathed, though their 
moral rights may be evident and ad- 
mitted—yet many a customer of the 
safe-deposit vault, for example, per- 
sists in error respecting deeds of gift 
which are indicative of no actual or 
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immediate presentation, but of purely 
provisional and prospective transfer. 

Such depositors inscribe little pack- 
ets or parcels of bonds, stocks, jewelry, 
currency, etc., to certain prospective 
donees, and commit said inscribed par- 
cels to their boxes or safes, showing or 
mentioning them to the custodian with 
a view to his testimony, should occa- 
sion arise. 

Almost invariably, such confidences 
are characterized by the conditional 
clause, “In case of my death’”—the 
popular catch-phrase which, while 
speciously conclusive and binding, yet 
counts for little or nothing in law. 

“But why not?” queries an uncon- 
vinced and argumentative customer, to 
whom the safe-deposit custodian ex- 
plains as follows: 

“The provisional gift ‘causa mortis’ 
is a gift with a string to it, which 
string characterizes it as still the prop- 
erty of the holder, no delivery being 
synonymous in law with no gift. In 
other words, to confer, one must ac- 
tually, unconditionally and entirely re- 
linquish; and while any privilege or 


semblance of ownership is assumed or 
retained, no clear case of transfer of 


property is demonstrated; and_ the 
donee in question stands in the law as 
absolutely without legal right or claim, 
complete surrender of the gift not hav- 
ing been made on the one hand, actual 
possession being lacking on the other.” 

It is true that in occasional cases 
distinguished by especially favorable 
circumstances and _ conditions, the 
court has awarded to some donees the 
“causa mortis” gifts undeniably intend- 
ed for them. 


EXCEPTIONS TO THE RULE. 


Representative of such exceptions to 
the rule of legal verdicts in contests 
regarding gifts “causa mortis” are the 
well-known cases of Debinson vs. Em- 
mons (158 Mass. 592), and Pink vs. 
Churc: (Rep. N. Y. 735, 128 N. Y. 
634), which it is my privilege to cite 
from !ogal records. 

In ‘he first suit of equity there was 
evide tending to prove that when 
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upon her death-bed and almost in 
extremis, the donor gave as a present 
gift to the donee the three bank books 
which were the point of dispute. Here 
the gift was made valid by actual de- 
livery, which in itself or its equivalent 
was indispensable for such issue, sym- 
bolical or constructive delivery not be- 
ing sufficient in law. 

In the second case an action 
taken to recover certain bonds claimed 
by the plaintiff to have been given him 
by defendant’s intestate. Corrobora- 
tive testimony was produced as to the 
decedent’s intentions regarding the 
bonds, his instructions as to their place 
of deposit, and his delivery of the key 
by which to gain possession of them. 
The court charged that if the key was 
given with intent to transfer a present 
title to the bonds, it effected the pur- 
pose. Upon appeal, it was held that 
no error existed; and the recovery of 
the bonds by the plaintiff was sus- 
tained. 

But even such sorry triumphs, inclu- 
sive of delay, inconvenience and ex- 
pense, if not of bitter controversy and 
heartburning, costly litigation, or con.- 
promise at great or lesser loss or sac- 
rifice—even these now are being made 
impossible in certain States; the stat- 
utes of Louisiana, for instance, provid- 
ing that “No disposition ‘causa mortis’ 
henceforth shall be made otherwise 
than by last will and _ testament’; 
while Pennsylvania, although less 
sweeping and arbitrary in its ordi- 
nance, yet refuses to sanction the 
“causa mortis” disposal of an estate in 
its entirety. 

Possibly the prejudice of the public 
in favor of gifts “causa mortis” which 
stop just short of actual delivery while 
the donor therof survives, may be 
ascribed to an instinct in humanity 
analogous to that of self-preservation— 
an instinct to retain what is our own to 
have and to hold, especially when such 
holding seems to be a guarantee of a 
lien upon the life sweet unto all—of 
respite from death, the undesired and 
dreaded. 

Hence it is that a change in the 
spirit of donors perchance must come 


was 
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before the deeds they purpose can be- 
come realities. Self-consideration and 
interest must go, with all grudging, un- 
generous reluctance to make sacrifice 
complete, to give nobly if giving at all. 
Nor, in the special view of the case 
which I am taking, is the law proper 
the sole legal force to be considered. 
The changing laws of inheritance, es- 
tates, etc., as they relate to the safe de- 
posit business, in a manner may aid the 
general law in frustrating the inten- 
tions of the provisional and conditional 
donor. As none realizes this important 
point more intelligently and_ keenly 
than the custodian, he has no choice, al- 
though at the risk of seeming intru- 
sive, officious—at worst even offensive 
—save to rise to the duty of protest 
when a customer is in danger of im- 
periling the interests of his own chosen 
beneficiaries. 

Yet by no means may all cases of 
error be accredited to selfish sentiments 
—just and generous spirits often sin- 
ning innocently, not only with the full 
consent, but even at the instigation of 


the donees ultimately at loss in conse- 
quence. 

For example, a recent and significant 
instance is that of a parent who made 


personal delivery of a number of 
bonds, in absolute gift to his daugh- 
ter. Not caring to realize upon them 
at the time, nor to assume the responsi- 
bility of their safe-keeping, she marked 
them with her name and returned them 
to her father with the request that he 
keep them for her in his deposit box. 
While thus their custodian, the deposi- 
tor died; and the trust company exe- 
cuting his estate refused to recognize 
his daughter’s legal right to the bonds. 
although none doubted her moral right 
to possession of them. Happily. in 
this special instance, the donee 
provided for under the will, and thus 
she was spared the contest necessary 
for less fortunate victims of similar 
cases. None the less does her expe- 
rience illustrate the viewpoint and ar- 
gument of this appeal for public re- 
form on the subject of gifts “inter 
scarcely less than of gifts 
mortis,” since actual surrender 


was 


° ” 
vevos 
“ 


causa 


and transfer are the conditions validat- 
ing gifts of either class. 

An instance less fortunate than the 
foregoing was that of a depositor who 
erroneously believed that his written 
statement on an envelope enclosing ten 
thousand dollars’ worth of bonds, to the 
effect that these were the property of 
his fiancée of given name and address 
—the whole being consigned to his de- 
posit box—would suffice to establish 
her claim to them. The Appellate 
Division of the Supreme Court unani- 
mously decided that there was no doubt 
of the genuineness of this inscription, 
or of the intentions of the inscriber; 
nevertheless, since the element of deliv- 
ery essential to constitute a gift was 
lacking, the decision was that the courts 
should not defeat the statute of wills 
by construing wills. 

An example of similar moral for de- 
positors was that of the suit of a pri- 
vate secretary for recovery of $25,000 
in bonds deposited to her credit by her 
employer. A friendship of ten years 
existed between the women, which ter- 
minated, however, when a_ dispute 
arose as to the ownership of the bonds 
in question. The donee claimed that 
the gift was absolute, unconditional 
and entire; while the donor asserted 
that she had conferred only the income 
of ten thousand dollars’ worth of 
bonds upon her secretary for life, the 
gift being merely a provisional one, 
contingent upon the survival of their 
friendship. The compromise finally 
agreed upon by the litigants was that 
a trust company should act as trustee 
of the bonds, pay the income of ten 
thousand to the secretary, and the in- 
come of the remaining fifteen thou- 
sand to their original owner—the prin- 
cipal to go to the survivor, upon the 
decease of one of the parties. 

Finally, to cite a case in which I, in 
my safe-deposit capacity, was a wit- 
ness—a case in which every precaution 
was taken to make a gift outright and 
absolute, yet which went to suit, and 
regarding which there was a miscar- 
riage of justice in the first legal deci- 
sion: reversed, however, upon appeal to 
the higher courts, the property in ques- 





SAFE 


tion being held in escrow, in the mean- 
time. 

In this case suit was brought to de- 
termine the title to fifty one-thousand 
dollar bonds, which bonds one of three 
brothers had presented to the two oth- 
ers, giving each $25,000. 

The safe in which these bonds were 
deposited was rented in all _ three 
names, the donor retaining one key, 
which fact might be construed as an 
exercise of control over the bonds, 
thus invalidating the gift. 

As one of the few witnesses for the 
defendant, I underwent a_ grilling 
cross-examination ; and during my three 
hours on the stand could not but take 
my observations of the jury whose ver- 
dict surprised me as contrary to the 
evidence presented. Undoubtedly, 
these men possessed all the qualifica- 
tions demanded by law; yet I doubted 
very much if the merits and demerits of 
the case were comprehended by them, 
or if one among them laid claim to a 
deposit box. When the Court of Ap- 


peals reversed their verdict, the exam- 


ination of the writs of error upon 
which the claim for a new trial was 
based emphasized several points of in- 
terest to safe-deposit men. To quote 
a couple of these: 

1. “The line of demarcation be- 
tween gifts ‘in presenti’ and ‘inter vivos’, 
and those which are intended to take 
effect at the death of the donor, and 
which are invalidated by reason of 
their testamentary character, is often 
shifting and uncertain.” 

2. “The donor may attach a condi- 
tion to a gift ‘in presenti’ if that con- 
dition be not inconsistent with posses- 
sion or control by the donee of the gift 
given. 

\t the second trial, the plaintiff lost 
the case by being non-suited. Appeal 
was taken, but before reaching the 
higher courts the two brothers com- 
promised, with the result of the divi- 
sion of the $50,000 into three parts, 
the two brothers retaining one-third 
each. less expenses. The intentions of 
the deceased brother had miscarried, 
yet this compromise was far more just 
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than if the decision had been left to 
such a jury as erred in judgment at 
the first trial. 


Tue Lesson or Sucu Cases. 


The lesson of this and of many a 
similar case is that claimants to prop- 
erty in the safe-deposit boxes of dece- 
dents must have corroborative and con- 
clusive evidence to support their 
claims, or risk its loss in part or whole, 
whether such property be the gift 
“causa mortis” of the decedent, or ab- 
solutely personal property confidential- 
ly consigned to the box of a relative 
or friend, for the favor of temporary 
safe-keeping. 

Let me interject here that stocks en- 
dorsed in blank convey no right of 
ownership, when found among the ef- 
fects of a deceased depositor. 

To return to the subject of inscribed 
gifts found among the possessions of 
decedents, some donors bind the ex- 
ecutors of their estates to fulfil their 
wishes regarding such deposits, by 
making what is known as “A declara- 
tion of trust.” 

“A declaration of trust is the act by 
which an individual acknowledges that 
a property, the title (or possession) of 
which he holds, does in fact belong to 
another, for whose use he holds the 
same.” 

Such a declaration, however, should 
be corroborated by authentic proof 
that at some time actual transfer 
and delivery have taken place. 
In consequence it devolves upon every 
safe deposit custodian to wrestle reso- 
lutely with depositors whenever the 
words “In case of my death” are ut- 
tered or informally written by them in 
relation to their property or deposits; 
and to convince them, if possible, that 
by far the best method is the absolute 
gift in the presence of reliable wit- 
nesses—or the declaration of trust 
validly executed. 

In conclusion, let me state that more 
than once it has been my own deep 
gratification to witness the safe deliv- 
ery of gifts, upon the decease of the 
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donor, which most certainly must have 
missed the donees desired and indicated 
had my insistence upon valid methods 
been less strenuous. 

This fact is mentioned in no boastful 


Vaults—A 


By Freperick 


The following severe criticism of the pres- 
ent methods of safe and vault construction 
condemns a feature of bank equipment held 
up to the public offering practically an 
invulnerable safeguard. If the  writer’s 
scmewhat sweeping statements are true, it 
would seem to be the manifest duty of the 
hanks to take prompt and energetic action 
to correct the conditions pointed out. If 
not true, the facts should be presented by 
some one competent to refute the state- 
ments of Mr. Holmes, who is a vault engi- 
neer of high reputation and not likely to 
make assertions he is unable to substan- 
tiate. In a subsequent article Mr. Holmes 
will explain the requisites of efficient vault 


construction.—Editor Bankers Magazine. 
N° present-day art exhibits such a 

confusion of ideas, such a dis- 
play of crude fabrications and such a 
lack of scientific adaptation of means 
to an end as is afforded by the security 
vaults in use by banks, trust and safe 
deposit companies and similar institu- 
tions throughout this country. 

To the uninitiated man a description 
of conditions as they exist would be 
unbelievable until proven by personal 
investigation, and then amazement 
would take the place of incredulity, for 
there is, seemingly, no adequate reason 
why such inferior work should have 
been designed, built or used, and why 
many similar examples are even now 
being constructed. 

While it is too often true that the 
purchaser is ignorant of vault design 
and of the action of forces that may 
be brought to bear against his work 
by fire, earthquake, burglars or mobs; 
while it is also true that burglars and 
mobs have not so far attacked vaults 
to any great extent, and while it is 
still further true that the design of 
most vault work is the result of cut- 


as 


spirit; but as proof positive of the jus 
tification of zeal on the part of custo- 
dians, and to illustrate the moral this 
article aims to impress upon the depos- 
iting public. 


Criticism 


S. Hoimes. 


throat business competition, not any 
nor all of these causes would appear 
as sufficient reason for such wide- 
spread conditions, which, considering 
the grave responsibilities inherent in 
the subject, might fairly called 
criminal. 

To be more specific: How else should 
one characterize vaults located in non- 
fireproof buildings and further sub- 
ject to the hourly danger of a general 
conflagration, the vaults consisting of 
bare metal linings without a vestige of 
fireproofing, or those inadequately fire- 
proofed, of which there are hundreds 
of examples in use. 

Such structures are a constant men- 
ace to their contents, the loss of 
which might bankrupt institutions and 
ruin individual depositors, or safe de- 
posit box renters. 

How, also, should one 
other hundreds, supposed to be buglar- 
proof by a confiding public, (to whom 
the word vault has but one meaning): 
that are seen to be but pure “fake” 
when their construction is known, 
inadequate brick or non-reinforced con- 
crete walls with ridiculously — thin 
lining, or often no lining at all. Vaults 
located directly against adjoining 
property over which the bank has no 
control and from which entry could be 
made, unobserved; or set ‘upon the 
ground where tunnelling operations are 
entirely practicable, or abutting the 
floor of unwatched rooms above. 

Vaults with roofs so weak that a 
falling wall or other heavy weight 
would smash its way through. Vaults 


be 


speak of 
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with their entrances protected (?) 
with doors and vestibules non-fireproof, 
and . presenting ridiculously little re- 
sistance to a burglar; hardly any to a 
“yegg.” 

Vaults built thirty or forty years 
ago, and out of date for half that time 
at least, and vaults being built to-day 
as bad or worse. 

These are facts; and the conditions 
are far worse and more widespread 
than one not intimately conversant 
with the business would guess, and, in 
general, they are not improving. 

Fires occur and vaults fail; archi- 
tects, owners and builders duplicate 
the very conditions that. resulted so 
disastrously. 

“Yeggs” blow a safe and banks buy 
vaults even weaker. 

Experiments demonstrate the ease 
with which solid steel doors and safes 
can be cut with the oxygen-burner and 
manufacturers are selling hundreds of 
examples of just that class of work 
to-day. 

Fallacious, untrue and_ ridiculous 
arguments as to the strength of 
vaults pass undisputed by the banker, 
whose purchases prove his ignorance 
of the subject and the irresponsible 
venality of the manufacturers’ selling 
force. 

There appears never to have 
any concerted effort on the part of 
bankers looking to the betterment of 
their protection as a whole, and in 
fact it is extremely doubtful if, as a 
class, they have any realization of the 
necessity for a radical change. 

It will be a pity if they wait for 
the burglar to open their eyes. 

The field is almost entirely under 
the control of the manufacturers; un- 
like general building, which the archi- 
tect properly governs, the influence of 
the vault engineer has been kept with- 
in narrow limits, by a_ short-sighted 
commercial policy of the makers and a 
general reluctance on the part of archi- 
tects to admit the need of special en- 
gine-ring for this work. 

Under such conditions, unbiased ad- 
vice is seldom to be had. 

T' ere are, to be sure, a few notable 


been 
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exceptions, but so few that they make 
little impression upon the art as a 
whole, and while they stand as 
startling examples of efficiency and 
economy, viewed from the standpoints 
of their physical properties and ease 
of administration, the general output 
of the factories is practically of the 
same grade that has been furnished 
for many years. 

It is possible that long continued im- 
munity from attack has resulted in un- 
concern; that bankers are apathetic 
because they aren’t robbed; that they 
have no fear of probable change in 
social conditions, sudden and acute, as 
a result of labor, or other troubles, be- 
cause when such things have hap- 
pened, banks have not been looted; 
but such indifference is based upon no 
good reasoning. 

Indeed, the very fact that 
have so far escaped attack is, perhaps, 
the chief reason why they will not 
always be exempt, because that very 
freedom from test gives a sense of se- 
curity in the poorest kind of work, 
which deprives the banker of the 
knowledge of its weakness and of in- 
centive to improve it. 

Considering the antiquity of safe- 
craft it is surprising how much of mys- 
tery surrounds it; how little is known 
of it even by the trades most closely 
allied, and with what desperate slow- 
ness its sporadic advances have been 
made. 

All of this is the more remarkable 
when it is considered that the physical 
protection of portable wealth is the 
very keystone of civilization and that 
any known lack of it constitutes a con- 
tinued temptation to crime. Why such 
crime is not more common and has not 


vaults 


been in past times would seem to be 
explained by the fact that technical 
knowledge of safe or vault design has 


always apparently been closely con- 
fined to those employed in the actual 
manufacture of such structures; other- 


wise it is certain that 
never have 


“strong rooms” 


would maintained their 


reputation. 


Courage, opportunity and_ desire 
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have never been lacking in the crimi- 
nals of any time, but without a 
knowledge of the details of safe con- 
struction, are of little use; with it the 
burglar becomes the most potential 
evil force in the world. 

It is neither right nor safe to per- 
petuate such conditions, for, while it 
is true that probably no widespread 
attack will ever be made upon reposi- 
tories of wealth, that probability in no 
way applies to individual cases, and 
with the increasing public knowledge 


of the design of vaults, due to their 
wide use and the awakening interes! 
all over the country in safe deposi- 
tories, and the ease with which destruc 
tive instruments can be acquired, th 
scope of the burglar will be widened. 
and his profession will assume a new 
and more startling significance. 

It were better that bankers should 
foresee all that this would mean and 
increase their security, not only by the 
proper use of all collateral devices. but 
by the installation of real vault-work. 
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How Banks Are Advertising 


Note ‘and Comment on Current Financial Publicity 


HE American Security and Trust 

Company of Washington, D. C., 
which is located cn the northwest cor- 
ner of Fifteenth street and Pennsyl- 
vania avenue, opposite the United 
States Treasury, advertises that it is 
“Next United 
States Treasury.” unlike 
the restaurant adjoining the Woolworth 
Building, which advertises that it is 
“next to the highest building in the 


door neighbor to the 
This is not 





Richmond—Petersburg 


Linked together by every tie— sentiment, relation 
ship and common interests—in EVERYTHING ex- 
eypt a good HIGHWAY 


It should be possible to construct a model road 
of concrete between these two cities. Richmond; 
Petersburg, Chesterfield county and property owners 
all should help, as the value of such a road to this 
whole community will be inestimable. 


let the forward movement for national good 
roads grow. Let EACH link in the chain be perfected 

» foot, a yard, a mile at a time. That is the way 
to build the great fortune -A PENNY, A DJM&. A 
DOLLAR at a time working for you at 3 per cent 
Compound Interest in the 


American National Bank 


Richmond, Virginia. 











PUBLIC-SPIRITED 


world.” Practically the only advertis- 
ing advantage of such a slogan is that 
it fixes the location of the advertiser. 


Quite a number of banks took ad- 
vantage of the popular interest in the 
new parcel post to send out printed 
matter giving facts about the new sys- 
tem and also advertising the bank. The 
Guardian Savings and Trust Company 
of Cleveland, Ohio, used a reprint in 
booklet form of the Parcel Post Regu- 
lations as compiled by the Postoffice 
Department. The Federal Title and 
Trust Company of Beaver Falls, Pa., 
sent out a parcel post rate map mail- 
ing card. 


A good way to distribute a bank 
booklet where it will do the most good 
has been adopted by the Savings Union 
Bank and Trust Company of San Fran- 
cisco, which encloses to its mailing list 
a reply posteard with blanks for the 
addresses of persons who 


names and 
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Issued in $10, $20, $50 and $100. 





For Travel Expenses 


These Cheques are better than money for travel- 
’ ing because they can be used like money in all 
See the world on 4 parts of the civilized world and are safe to carry 
““ ” “ ” 
A.B. A.” Cheques A. B. A.” Cheques 


You can pay your hotel bills with them; buy raiiway and steam- ; 2 >with «weed tends. Ti 

ship tickets; use them for purchases in the principal shops. 

They are the safest kind of traveling funds, because issued by thou- 

sands of American Banks under authority of the American Bankers 

Association, are good only when signed by the holder, and may be 

replaced if lost or stolen. Ame oc 00, each cheque 
“A.B. A.” Cheques ae piaialy ith ite foreign 

- for an I : : You may pass through « dozen 


Thousands of Ameri 

are finding them the me went 

end economical as well as the safest 
Get them at your Bank 


Ash for If your own band 
Che 








EXCELLENT NEW MAGAZINE COPY 


ld like to receive a copy of “Trust randum which will prove very useful 
pany Service,” which is a monthly for those who are fortunate enough to 


lication of pocket size. own income-producing securities as 


space is given to itemize the various 
he Wilmington Savings and Trust Securities with the rates of interest and 
ipany of Wilmington, N. C., gives the months payable. The bank says it 
v a handy monthly income memo-_ will be pleased to cash dividend checks 
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or receive them on deposit. This bank 
also publishes a report of an examin- 
ing committee. 





To Our Depositors _ 
We express our appreciation The trust 
of your patronage during the 

past twelve months. 

To those desiring an efficient handling 
of their banking business during 1913 we 
exten’ a cordia' invitation tocall and meet 


company advertisements 
we reproduce are part of an interesting 
series which the Boston Safe Deposit 

and Trust Company has been running 
cur officers and receive the benefit of their this winter. In subject matter and ar- 
council and acvice. 1 ¢ 


= rangement they are very satisfactory. 
Boston Sare Deposit Q Trust Co 


100 Franklin Street 


Po SSvr_T 





ee VV |S 








Many people have, perhaps, a general 

idea that Trust Companies act as Executor 

> and Trustes, but comparatively few real- 

ize the chanze that has taken place n recent years in ap- 

pointing the Trust Company instead of the Indi- 

vidual to act in such fiduciary capacities 

In order that this subject may be more fully comprehended, 

we will call to your attention (in a senes of advernsements) 

reasons why the appointment of the Boston Safe 

Deposit and Trust Company as your Executor 
and Trustee would be of substantia! advantage to you. 


Boston Sare Deposit @ Trust Co 


100 Franklin Streo’ 











| eS) Genuine Interest 


Sox 27 There is a friendly air about our 
Cea Bank that makes you feel at home. 
It isn’t something done for effect, but a genuine in- 
terest we take in all our customers. Their welfare 
is of very vital interest to us, because ours 

on it. We are always ready to be of service to 
there whenever we can. Don't imagine that be- 
cause your account is small we consider it of small 
aceount. Let us he!p you buildit up. 


Boston Sare Deposit @ Trust Co 


100 Franklin Street 


Permanency of Office 


An individual selected as your Executor 

and yy hs che a short ume alter 

your own death, or at a ume when 
yourself were di and w no condition t~ go over the Rae 
Prepiwatory to another appointment, or decline to serve, 
or become incapacitated by sickness of insanity 

On the other hand the Trust Company does not die; 

its charter is perpetual. It is always ready to serve your 
interest. If you appoint this Company your Executor ard 
Trustee you may rest upon the Certainty that t will (awh- 
fully carry out the instructions of your will until the ter- 
mination of the trust estate. 


Boston Sare Deposit @ Trust Co 


100 Franklin Stree: 





HARD TO IMPROVE ON THIS 


The Peoples State Bank of Detroit, 
Mich., has issued a “‘Business Calendar 
for the United States and Canada, 
1913-1914.” It contains facts about 
days of grace, interest rates, holidays, 
the negotiable instruments law, ete. 


The National Bank of Smithtown 
Branch, Smithtown, L. I., N. Y., uses 
a similar plan in sending to its depos- 
itors a card they can use as a card of 
introduction to induce some friend or 
acquaintance to become a depositor. 


It is an unusually well prepared 
folder that the Equity Savings and 
Loan Company of Cleveland, Ohio, 
sends out under the title of ‘Facts that 
Will Interest You.” It is a case of 
“multum in parvo.” 


—_—e 


The sixty-fifth annual report of the 
Eutaw Savings Bank of Baltimore 
gives a complete list of the investments 
of the bank as well as some valuable 
information for depositors. 


“Personal Service in Banking” is the 
name of a very attractive booklet 
which is being handed out by the New 
Netherland Bank of New York. It 
contains illustrations of different de- 
partments of the bank with descriptive 
matter opposite. 


The Citizens National Bank and the 
Raleigh Savings Bank and Trust Com- 
pany of Raleigh, N. C., this year are 
using an “Every Day Almanac and 
Home Helps” publication. 
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J $1,250 in PRIZES 


ting 


sr CORN CONTEST 


| ar- OF THE 

ry. Dial Corn Exchange National Bank 
’ PHILADELPHIA 

: To he held at the Commercial (Grain) Exchange 

roit, PHILADELPHIA. BOURSE 


idar 

ada, el on December 4-5-6, 1913 

bout 7 : Prizes to be awarded for the best specimens of corn grown in 

avs : \ Pennsylvania, New Jersey, Delaware and Maryland during 
on : : season 1913. Corn to be unpacked, marked and judged by 


representatives of the State Agricultural Colleges of Pennsy!- 
vania, New Jersey, Delaware, Maryland and the Philadelphia 
Commercial Exchange. 


own i \3 SPECIAL PRIZES FOR BOYS 


USES a All entries must be delivered (charges prepaid) at the 
; Corn Exchange National Bank, 2nd and Chestnut Streets, 
| of Philadelphia, on or before December, 1, 1913. 
. Circulars giving all information may be obtained from 
| or any bank in the four States. 
In Philadelphia see the Corn Exchange National Bank. 


pos- 


A Public Spirited Project 


Corn ExcHance Nationat Bank HE CORN EXCHANGE NATIONAL 
BANK of Philadelphia has taken 
the initiative in a movement of 


PHILADELPHIA 


great importance. The’ placard and 
letter reproduced herewith explain the 
big Corn Contest which this enterprising 
bank is to conduct this year. President 
Chas. S. Calwell explains the idea as fol- 


lows:— 
Dear Sir . 
7 “The 4 ries ¢ ore” ssociati 
The American Bankers’ Association has inte- The Amevican Bankers’ Association 
has come to the conclusion that the most 


useful and profitable work they could 
undertake is along the line ef agricul- 


rested itself in Agricultural Development and 
Education, but so far most of the work has been 
Gone in the West 
tural development and educaticna 
Our name gives us an excuse for starting the ; , N > 1B , t 
“The Corn Exchange Nationa ank 0 

movement here, and we ask your support so that ‘The shed — . j . 
Philadelphia has always been closely as- 
sociated with the Grain Exchange (now 
Will you please hang the enclosed card where called the Commercial Exchange). So 


practical good may result from this contest. 


your customers will see it and have your local we are in hearty sympathy with the 
paper give publicity to the movement? When all movement and believe that better crops 
the enclosed circulars have been delivered to will mean increased prosperity to all. 
those interested advise and we will mai re i i 
E ees “On these broad lines we enlist the co- 
Very truly yours, operation of all banks, newspapers, busi- 
“ss men 2 -ators in » four State 
CHAS. S. CALWELL, ness men and «ducators in the four ates 
Pennsylvania, New Jersey, Delaware 
President 


February 10th. 1913 and Maryland.” 
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We are pleased to reproduce one of 
the very artistic theatre program in- 
serts of the Old Colony Trust Com- 
pany of Boston. Mr. R. Reed Copp, 
of that company, writes: 


Referring to our letter of the 17th 
inst., we take pleasure in sending you 
herewith, some inserts which we are 
using at the present time in theatre 
programs. 

We thought possibly that they might 


Old Glony, 


rust Company 
‘TRUST DEPARTMENT 


| 
MEE 
Authorized by the laws of 
Massachusetts to act in the 
! administration of estates in 
trust with all the powers 
that are given to individuals. 


A capital, surplus and 
stockholders’ liability of 
twenty million dollars guar- 
antees absolute protection 


to all trust beneficiaries. 








FROM A THEATRE 


prove of interest to you, and that 
you might be able to make some use 
of them. 

It is our plan to use several subjects 
in this manner, and we shall take 
pleasure in forwarding you copies of 
new inserts as they are issued. 


This institution also gave away a 
handsome engagement memorandum 
pad for 1913, which we consider a 


long-lived «dvertisement. 


The Union Trust Company of Chi- 
‘ago, with its January statement, sent 
a letter as follows: 
the Patrons and Friends of the Union 

Trust Company: 

It has been our annual custom to express 
to you our earnest appreciation of your 
good will, evidenced by the maintenance of 
your own banking relations with us and 


To 
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also by your aid in recommending us to 
your friends. This is a very pleasurabl: 
duty and we are glad to express our thank 
once more. 

During the last ten years, that is, from 
January Ist, 1903, to the present time th: 
deposits of this bank have increased 254.4 
per cent., and in fact there are only thre 
other down town banks organized ten year 
ago or more who have shown as rapid 
growth. This showing is more noteworthy 
on account of the fact that the growth re- 
ferred to has been made without consolida- 
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PROGRAM ADVERTISEMENT 


tion or absorption of other banks. The 
business acquired has been of a very sub- 
stantial class, we believe, and has _ been 
principally that of merchants, manufactur- 
ers, corporations, individuals and banks. 

I am pleased to state that our Stock- 
holders have re-elected the old Board of 
Directors, and have made one addition— 
Mr. Edward M. Hagar, President Univer- 
sal Portland Cement Company. Mr. Hagar’s 
judgment and experience will be valuable 
to the Bank. 

During the latter part of the vear the 
Savings Department and Woman’s De- 
partment have become established in their 
new quarters and are now able to give 
their patrons, who number over 19,000, 
much quicker service in more pleasant sur 
roundings. Our Savings Department is the 
most conveniently located of any in th 
city, being on the ground floor, just one 
half block from State and Madison Streets 
Madison Street is probably the busiest east 
and west thoroughfare in the down tow! 
district. 

Following our established policy we ha 
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made further additions, amounting to $150,- 
000.00, to Capital and Surplus account out 
of profits which inures to the increased 
safety of our depositors. The combined 
Capital and Surplus now amounts to $2,- 
650,000.00. 

Wishing our friends a very satisfactory 
and pleasant New Year, I beg to remain, 

Very truly yours, 
H. Rawson, Pres. 


The American Trust and Banking 
Company of Chattanooga, Tenn., is- 
sues some effective booklets on its va- 
rious functions and departments, 
among them “Banking and Young 


M:6uiYouWill 


ZO business and the social life and customs of the 
twentieth century have called into existence various 

agencies which play an important part in our lives, and have 
become so firmly established that they may well be looked upon as neces- 
sary factors in present-day affairs. 


‘ 









# CORPORATE 
J assumed such 
has 





2 powers and du 
ponsible and absolutely 
rd parties . 


YEARS AGO THE 
ly.” some relative. 


SEA INGS BANK shall tabe hus place 


JUST SUCH 6 THE TRUST DE 


MANY ARE THE INSTANCES 
of friends 

he SECURITY TRUST os 

S BA 








SO THE LARGE CASH 
sovaces or "The “secunrry 





managed Bank 


THE RECORDS OF THE COURTS 





th cine of 
re gen. 





THE FEES PROVIDED BY STAT 
UTE ARE AS FOLLOWS 
F ret $1009 00 











fork 
The above advertisement is a reprint of a booklet issued by our Trust De- 
partment, which, owing to its great importance to the public, is given 
extensive publicity in this form. 
Our Trust Department will be pleased td give you any further information 
OFFICERS 
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Men,” “After You, What?” and “A 
New Year.” 


We are reproducing two half news- 
paper page bank advertisements this 
month—those of the Farmers Deposit 
Savings Bank of Pittsburgh and the 
Security Trust and Savings Bank, Los 
Angeles. They are of an entirely dif- 
ferent style, but both good in their 
way. The Pittsburgh ad. is a lighter 
and more cheerful one, the spirit of it 
being typified by the joyful creature 
representing the New Year and by the 
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Grows mere interesting the more you use ft. 


GET ONE AT ONCE. 


A bank beok started at the birth ef the on Y ot 
with the farm rs Deposit Sevings B ink, a 
deposit made in it every pay day, = mtd ~&. 
most satistactory book you ever 


Say amou .t from $1.00 upward od be accept- 
able. 
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Fifth Ave. & Wood St. Pittsburgh, Pa. 
Open Seturdays All Day, From 9 A. M. until 9 P.M. 


4% Interest 


We have Sepechon in almost every State in the Union 
who “Bank by Mail.” Write for Booklet “H” containing 
complete instructions. 
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were 
Los 


dog “Prince,” who looks as if he 
ready for a fight or a frolic. The 
Angeles ad. about “Wills” is in a style 
befitting the dignity and importance of 
the subject and is so well set up that it 
is quite tempting to the reader. It 
would be interesting to hear from the 
trust company as to the results of this 
advertisement. 


The average bank “write up” in the 
newspapers is prepared by some one in 
the bank, or it ought to be. We imag- 
ine this is the with the following 
article which appeared in a Gouverneur, 
N. Y., weekly paper: 

A STRONG 


The litest report of the 
Bank, which appears on another 
well worth the perusal of our readers. The 
growth of this institution in the last four 
years has been nothing less than phenom- 
enal. The resources of the institution have 
doubled within that time. The loans and 
discounts have nearly tripled. The deposits 
have increased from three hundred = and 
twenty-five thousand to nearly six hundred 
and twenty thousand. This makes _ indis- 
putable their right to the title, “The Largest 


case 


INSTITUTION. 
First National 


page, is 


THE BANKERS 





MAGAZINE 


parently met a distinct need in the com 
munity, for, in this short period, more than 
two hundred books have been taken out 


totaling over seventy thousand dollars. This 
department offers every facility of any 
savings bank, a liberal rate of interest and 


absolute security to their depositors, pro- 
tected, as they are, by the Capital Stock, 
Surplus Fund and Stockholder's liability 


of $320,000. 

In their efforts to serve the public, this 
bank has recently installed private rooms 
for the use of customers in transacting pri- 
vate business. They have increased the size of 
their lobby, and have so arranged their 
banking quarters that the public can be 
served from three windows. The First Na- 
tional Bank is a strictly progressive insti- 
tution, and that its policy of serving th: 
public is appreciated is “endorsed by its 
wonderful growth. 


“Aladdin’s Lamp” is the name on 
the cover of a very unusual booklet is- 
sued by the West Newton, Mass., Sav- 
ings Bank. This is a very appropriate 
theme for a savings talk, but so far as 
we have observed, this is the first time 
that it has been used in this way. The 
gist of the message is found in this 
paragraph: “Dollars are the little genii 


and Strongest Bank in Gouverneur.” : We ge em ee i 
More remarkable than this even is the that wait and serve. _ Saved = they 
growth of the Interest Department. This develop the most powerful of Modern 
department, inaugurated last July, has ap- Aladdins.” 
»- 


Bank Advertising Exchange 


Those listed herewith are willing to ex- 
change booklets, folders and other adver- 
tising matter issued by them from time to 
time. Others can get on this list free of 
charge by writing to the editor of this de- 
partment. Watch each month for new 
names and other changes. 


The Bankers Magazine, New York (ex 
officio). 

John W. Wadden, 
Madison, S. D. 
Henry M. Lester, 
New Rochelle, N, Y. 

R. B. Parrish, cashier, 
Commerce, Williamson, W 
Frank A. Zimmerman, Chambersburg Trust 
a Chambersburg, Pa. 


Lake County Bank, 
City Bank, 


ee Bank of 


National 


A. Dalby, Naugatuck Savings Bank, 
Naugatuck, Conn. 
Arthur S. Cory, Chehalis National Bank, 


Chehalis, Wash. 


Cc. F. Hamsher, assistant cashier, Savings 
Union Bank of San Francisco, Cal. 

Horatio Ford, secretary, Garfield Savings 
Bank Co., Cleveland, Ohio. 

F, W. Ellsworth, Publicity Manager, Guar- 
anty Trust Co. of New York. 

T. H. Stoner, cashier, The Peoples Na- 
tional Bank, Waynesboro, Pa. 

A. Overton, cashier, The National Bank 

s ‘Smithtown Branch, Smithtown Branch, 


H. M. Company, 


Jefferson, Empire Trust 
65 Cedar St., New York City. 

W. R. Dysart, assistant cashier, 
National Bank, Ripon, Wis. 

W. J. Kommers, cashier, Union Trust & 
Savings Bank, Spokane, Wash 

W. R. Stackhouse, City National Bank 
Bldg., Utica, N 

George J. ecnener, cashier, Citizens Bank, 
Storm Lake, Iowa. 

J. G. Hoagland, Continental and Commer- 
cial Trust and Savings Bank, Chicago. 

H. B. Matthews, S. W. Straus & Co., 
Straus Bldg., Chicago. 


First 
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B. H. Blalock, assistant cashier, Security 
Bank & Trust Co., Jackson, Tenn. 

Lg Franklin Society, 38 Park Row, New 
York. 

c. L. Glenn, advertising manager, Wacho 
via Bank & Trust Co., Winston-Salem, N. C 

W. 


O. Boozer, treasurer, American Trust 
Co., Jacksonville, Fla. 
John R. Hill, Barnett National Bank, 


Jacksonville, Fla. 

W. P. Jones, assistant cashier, First Na- 
tional Bank of Commerce, Hattiesburg, Miss. 

Cc. E. Taylor, Jr.. president, Wilmington 
Savings & Trust Co., Wilmington, N. 

Jesse E. Brannen, , ame First National 
Bank, Westwood, N. 

BE. A. Hatton, Sudies’ First National Bank, 
oS Rio, Texas. 

A. Ekirch, secretary, North Side Sav- 
un Bank, New York City, 

. M. Baugher, president, The Home Build- 
ing Association Co., Newark, Ohio. 

Cc. Bailey, cashier, First "National Bank, 
Clarksville, Tenn. 

C. W. Rowley, manager, Canadian Bank of 
Commerce, Winnipeg, Can. 

T. J. Brooks. cashier, The Guaranty Trust 
& Savings Bank, Jacksonville, Fla. 

W. W. Potts, ‘treasurer, The Federal Title 
& Trust Co., Beaver Falls, Pa. 

A. Wa Gardner, advertising manager, The 
a National Bank, Minneapolis, 
Minn 

BD. W. Finch, assistant cashier, Birming- 
ham Trust & Savings Co., Birmingham, Ala. 

Charles S. Marvel, The First-Second Na- 
tional Bank, Akron, Ohio. 

Farmers & Mechanics Trust 
“= Chester, Pa. 

Tom C. McCorvey, Jr., assistant cashier, 
City Bank & Trust Company, Miobile, Ala. 

Cc. W. Beerbower, National Exchange 
Bank, Roanoke, Va. 

B. P. Gooden, adv. 
Bank, New York. 


Company, 


mgr., New Netherland 


J. A. Buchanan, Guaranty Trust Co., Lan<« 
caster, Pa. 
W. L. Jenkins, Farmers & Mechanics 


Trust Co., West Chester, Pa. 

E, P. Simpson, Jr., assistant eashier, First 
National Bank, Toccoa, Ga 
an L. Zoernig, Sedalia Trust Co., Sedalia, 
oO. 

W. R. Ka Jr., advertising manager, 
Sacramento Bank, Sacramento, Cal. 

Cc fb Auracher, The Bank Advertiser, 
Cedar Rapids, Towa. 
Wm. J. Ruff, cashier, Luzerne County 
National Bank, Wilkes- Barre, 

Frank K. Houston, assistant cashier, First 
Nationa] Bank, Nashville, Tenn. 

> Cooban, Chicago City Bank and 
Trust Co., Chicago, Til. 

Felix Robinson, advertising manager, First 
National Bank, Montgomery, Ala. 
Germantown Ave. Bank, Philadelphia, Pa. 
J. C, McDonald, advertising manager, The 
City National Bank, Sulphur Springs, Texas. 
U nion Trust Co. of the D. C., Washington, 





D. 

rE. R. Mulcock, Commercial National Bank, 
Syracuse, N. Y. 

Miss Bleanor Montgomery, Adv. Megr., 
American National Bank, Richmond, Va. 

J. W. Hansen, cashier, Citizens State 
Bank, Sheboygan. Wis. 

I H. Mann, The Bridgeport Trust Co., 
Bridgeport, Conn. 
\. Bush. Jr., Ladd & Bush, bankers, 
Salem. Oregon. 
gy exter Horton National Bank, Seattle, 
« n. 
~ 9. D. Kelley, Jr., treasurer, Newark 
i t & Safe Deposit Company, Newark. 
_frank K. Houston, Asst. Cashier, Third 
Na‘ional Bank, St. Louis, Mo. 
_i. W. Lovell. assistant cashier, The Lovell 
Steve Bank, Monticello, Iowa. 
ward W. Klein, advertising manager, 

Cc land Trust Co., Cleveland, Ohio. 
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H. C. Bollman, assistant cashier, First 
National Bank, Collinsville, Okla, 
W. M. Kreim, Publicity Dept., Security 
Trust & Savings Bank, Los Ange les, Cal. 
c. B. Keller, Jr., assistant cashier, 
Stroudsburg National Bank, Stroudsburg, Pa. 
J. C. Eherspracher, assistant cashier, First 
National Bank, Shelbyville, Ill, 


F. W. Hausmann, assistant cashier, North 
West State Bank, Chicago, Ill. 
Paul T. Schulze, assistant cashier, State 


Bank of La Crosse, La Crosse, Wis. 
A. E. Potter, president, Broadw:z ly 
tional Bank, Nashville, Tenn. 


Na- 


Bank Books for the Babies 
[FSIBING to conserve the natural 


resources of the country and to 
prevent the destruction of the human 
race, and incidentally to increase de- 
posits, the directors of a New England 
savings bank have decided to present 
to each child born in the town limits a 
bank book with one dollar credited to 
the new arrival. 


Postal Banks in Porto Rico 


N February 8 the postal savings 

system was extended to Porto Rico 

by the Postmaster-General, who estab- 

lished sixteen offices of the Presidential 

grade. These are the first offices to be 

designated as depositories outside of the 
United States. 


No Chance for a Mistake 


66 HAVEN’T found the change of 
date from 12 to 13 has bothered 
me any when signing checks.” 
“Indeed !” 
“No. I haven’t had any money in 
the bank.”—Cleveland Plain Dealer. 
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European 


BRITISH BANKING. 


Som! interesting facts relating to 

this topic are herewith reproduced 
from a late issue of “The Statist,” 
London: 


DerecREASE IN NUMBER OF BANKs. 


At the Institute of Bankers a fort- 
night ago Mr. D. Drummond Fraser 
read a paper on “Some Modern Phases 
of British Banking,” which gives a good 
deal of instructive information. We be- 
gin with the decrease in the number of 
banks, though that is not the starting- 
point of Mr. Drummond Fraser. In 
1896, he tells us, the number of banks 
in the United Kingdom was 227; but in 
this number were included 78 private 
banks whose figures were not ascer- 
tained. In 1911 there were only seven- 
ty-three banks which published bal- 
ance sheets. There were, however, 
twenty which did not publish balance 
sheets, making ninety-three in all. Con- 
sequently, the total number of banks 
was reduced from 227 to ninety-three— 
a decrease of 134, or nearly sixty-one 
per cent. Of course, it is hardly neces- 
sary to remind the readers of “The 


Statist” that this diminution is due to 
the numerous amalgamations which oc- 
curred in the interval. While, how- 
ever, there was such a shrinkage in the 
number of banks, we are told that the 
number of offices has increased. There- 
fore, banking accommodation is brought 
nearer to the population in general. It 
is interesting to see how the amalga- 
mations have affected the capability of 
the banks to render the services to the 
community for which they are estab- 
lished, and Mr. Drummond Fraser, 
though, we venture to think, he begins 
at the wrong end, enables us by his 
figures to judge of this. 

To begin with, he shows that in the 
ten years ended with 1911 the total 
note issues have increased from forty- 
nine millions in 1901 to fifty-four mil- 
lions in 1911. That is an increase of 
five millions sterling, or 10.2 per cent. 
But the active circulation has increased 
only from twenty-eight millions to 
twenty-nine millions—that is, by a 
single million, or 3.6 per cent. Clearly, 
therefore, the use of notes is not be- 
coming more common. On the con- 
trary, if we bear in mind how immense- 
ly the wealth of the country has grown 
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in the ten years, how the volume of 
trade has expanded, and how large has 
been the production of gold, we shall 
be surprised to find that the actual note 
circulation—that is, the notes in the 
hands of the public—has increased only 
by a million sterling. Of course, this 
state of things is largely due to Sir 
Robert Peel’s legislation, in England 
in particular, where he forbade the is- 
sue of notes of lesser denomination than 
£5. Largely, also, it is due to the ex- 
traordinary ability of the bankers who 
established the joint-stock system of 
banking. They being practically pre- 
vented from issuing notes invented the 
system of cheques, and the cheque, as 
everybody knows, has usurped the posi- 
tion intended for the note. But it may 
be doubted whether the gradual disuse 
of notes is a matter to be much re- 
gretted. 


DecrEASE OF BANKING CAPITAL. 


What is much more serious is that 
the paid-up capital of the banks has 
actually decreased during the past 20 
years. In 1891 the paid-up capital 
amounted to £69,049,000. In 1901 it 
had fallen to £62,490,000. In 1911 it 
had somewhat recovered to £64,385,- 
000. The original decrease was prin- 
cipally due to the amalgamations al- 
ready referred to, while the recent par- 
tial recovery is the consequence of the 
calling up of new capital. The amal- 
gamations, it will be observed, in and 
through themselves, were injurious to 
the banking system taken as a whole, 
since they brought about an actual de- 
crease of the paid-up capital in the 
face of a trade that was growing by 
leaps and bounds. The decrease nat- 
urally has been greatest in England. 
where the average percentage of paid- 
up capital to liabilities for the five 
years ended with 1901 was 6.9 per 
cent., and for the five years ended with 
19!i was only 5.8 per cent. In Scot- 
land the percentage in the earlier pe- 
riod was 7.0 per cent.; in the latter, 
6.6 per cent. In Ireland it was 10.9 
per cent. in the earlier period and 9.1 
per cent. in the later. For the whole 
United Kingdom the average percen- 
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tage in the earlier period was 7.2 per 
cent., and in the later period only 6.1 
per cent. This is a serious state of 
things which ought to be remedied with- 
out delay. As long as everything goes 
smoothly, as confidence is strong, and 
the public is in an optimistic mood, 
there is no danger. But if there were 
to be a great European war it would 
be different. The directors and man- 
agers of our banks should bear care- 
fully in mind that we have never been 
engaged in a really first-class war since 
our modern banking system came into 
existence. They should also remember 
that when last we were engaged in a 
war in which our existence was en- 
dangered specie payments had to be 
suspended. 

It is a natural consequence of what 
has gone before that there is likewise 
a decrease in the percentage of the 
callable and reserve capital to the lia- 
bilities. The average percentage for 
the five years ended with 1901 was 27.5 
per cent.; in the five years ended with 
1911 it had fallen to 24.4 per cent. 
It will be seen that in this respect 
also the amalgamations have been in- 
jurious. It may well be questioned 
whether a large callable capital is ad- 
visable from any point of view. Par- 
liament years avo was obliged to step 
in to limit the amount of callable capi- 
tal. It did not venture, however, to act 
drastically at the time. But the directors 
and managers of our banks should 
carefully consider whether they should 
not themselves call up a portion of the 
callable capital, so as to make it mani- 
fest to everybody that they are strong. 
And this seems all the more 
advisable since the visible reserves 
likewise have decreased. As _ we 
shall see immediately, Mr. Drum- 
mond Fraser is of opinion that there 
has been a satisfactory increase in the 
gold held. But the public has to take 
that upon trust. No bank shows how 
much gold it holds, and, therefore, there 
is no positive evidence that the secret 
reserves are as large as is suggested 
or consist of much gold. We venture 
to think that it would be wise on the 
part of the banks not merely to accu- 
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mulate independent gold reserves, but 
to show to all the world that they have 


done so. 


DecrREASE IN BILLs AND 
ADVANCES. 


COMPARATIVE 


Perhaps, however, the public was less 
prepared for another fact which Mr. 
Drummond Fraser brings out than for 
those just referred to—namely. that 
there likewise has been a decrease in the 
percentage of bills discounted and ad- 
vances made to customers compared 
with the deposits. Thus, for the five 
years ended with 1901 the average per- 
centage of discounts and loans com- 
pared with the deposits was 67.3 per 
cent. For the five years ended with 
1911 the percentage had fallen to 65.2 
per cent. In other words, in spite of 
the unprecedented growth of trade, of 
wealth and of population the deposits 
grew much more rapidly than the dis- 
counts and loans taken together. Or 
to put the matter in a different way, the 
banks rendered a smaller service to 
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trade in the later five years than in the 
earlier. How is this fact to be ac- 
counted for? Is it, as many observers 
maintain, a consequence of the vast 
amalgamations that have recently taken 
place? Have they resulted in the with- 
drawal of banking capital from the 
provinces, its accumulation in London, 
and its employment to too large an ex- 
tent in foreign countries? Or is it a 
consequence not so much of the amalga- 
mations as of the way in which they 
were carried out, resulting in a decrease 
in the paid-up capital? Or is it an 
outcome of a change in banking opin- 
ion? Do the directors and managers 
of banks of the present day think that 
too much banking capital was formerly 
employed in financing trade, and that it 
is safer and upon the whole more bene- 
ficial to invest than either to Jend or 
to discount? The matter in any case is 
one which we would commend to the 
consideration of the Chancellor of the 
Exchequer. And Mr. Drummond Fra- 
ser would render a great service if he 
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would follow up his paper with another 
showing how it has come about that 
in the greatest trading, manufacturing 
and shipping country in the . world, 
whose trading, manufacturing and ship- 
ping are growing at an unprecedented 
rate, we find our great banks giving 
less accommodation to all those great 
interests than was given by their prede- 
cessors fifteen years ago. 


INCREASE IN OTHER ITEMs. 


In contradistinction to the downward 
movement in so many departments of 
banking business, Mr. Drummond Fra- 
ser shows that there has been an in- 
crease in the percentage borne to the 
deposits by the cash on hand, Bank of 
England balances, and money at call 
and short notice. Thus, in 1901, it was 
24.5 per cent. on the average for the 
five preceding years, and in 1911 as 
high as 27.3 per cent. This is a move- 
ment in the right direction, but Mr. 
Drummond Fraser does not show how 
much of the cash on hand is repre- 
sented by the notes of the Bank of 
England. To whatever extent it is so 
represented it is cash which depends 
for its validity upon the gold held by 
the Bank of England. It is not real 
cash belonging to the banks. What they 
hold is only representative of the gold 
in the Bank of England. Furthermore, 
the question arises, whether, if there 
were to be a sudden outbreak of a great 
war, or any similar catastrophe, it 
would be possible to get in the money at 
call and short notice, except, indeed, the 
Bank of England were to undertake to 
supply the means to all the borrowers? 
In this case, again, the showing in 
which an inerease has taken place is an 
increase dependent upon the Bank of 
England. What is desirable to show is 
that the banks have an independent 
bona fide reserve which could be made 
use of in an emergency. And from this 
point of view also Mr. Drummond 
Fraser's paper is reassuring. Accord- 
ing ‘0 the Royal Mint Census the gold 
coin held by the banks, including the 
Ban!. of England, was, in June, 1907, 
£35.296,802. In June, 1911, it had 
riser to £54,009,977, an increase of 
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£20,713,175, or 62.2 per cent. Upon 
this Mr. Drummond Fraser observes: 
“T assume one may allocate £2,000,000 
for the eight years between 1896 and 
1904, giving a total increase, for fif- 
teen years, of gold coin held by the 
banks, including the Bank of England, 
of £25,000,000. There is no reason 
to believe that the Bank of England 
has increased its stock of gold coin, al- 
though we have seen an average in- 
crease of £3,000,000 of gold in the 
Issue Department and an average re- 
duction of £1,000,000 of gold and sil- 
ver in the Banking Department. It is, 
therefore, a fair assumption that the 
joint-stock banks, during the fifteen 
years, have increased their stock of gold 
by not less than £25,000,000.” 


LONDON JOINT STOCK BANKS. 


EMARKS made at recent half- 

yearly meetings of shareholders of 
several important London banks indi- 
cate the course of banking affairs in 
the United Kingdom during the past 
year. 

Lord Denbigh, presiding over the an- 
nual meeting of the London Joint 
Stock Bank, said that the past year was 
one of the most satisfactory years for 
bankers that had been enjoyed for some 
time. There was only one depressing 
and disappointing feature to bring be- 
fore the notice of the meeting, and that 
was the continued depreciation of first- 
class securities, which had again obliged 
them to utilize no less than £120,000 
of their profit for the purpose of pro- 
viding for the inroad made in the value 
of their securities. Looking back for 
the past twelve years their bank had 
had now to write off nearly £750,000 
owing to the steady and _ constant 
shrinkage in the value of their invest- 
ments. Last year the chairman point- 
ed out that, owing to this continued 
wastage, they had been more and more 
selecting those securities which had a 
comparatively early date of maturity, 
and a very considerable proportion of 
their securities were now in investments 
of that description. They were, there- 
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fore, able to bear in mind that they 
would by waiting be able to recover a 
certain amount of the loss they had 
had to face, but whether or when they 
would be able to look for a recovery in 
the national securities, which had no 
due date, was a matter upon which he 
would prefer to leave prophecy to 
others. 

Presiding over the annual meeting of 
Parr’s Bank, Cecil F. Parr observed 
that in spite of the great and manifold 
disturbances caused by the railway and 
dock strikes, the tide of trade and com- 
merce swept forward up to the end of 
the past year in ever-increasing volume. 
As an illustration of the progress 
shown, the figures of the turnover of 
the Bankers’ Clearing-House might be 
cited; they exhibited an increase of 
over £1,347,000,000, and their bank 
had had its full share of the increase of 
business thus indicated. The flow of 
trade generally showed no sign of 
slackening; rather there was promise in 
many quarters of even greater activity. 

H. Tylston Hodgson, presiding at 
the meeting of the London and South- 
Western Bank, said that the accounts 
showed an advance in all material 
points upon any previous statement. In 
the past year industrial strife at home 
and international struggles abroad had 
been sources of deep concern, and they 
must all feel that the way the trade of 
the country had survived these disad- 
vantages was a striking tribute to the 
national character and to the stability 
of British business methods. 

Sir John Purcell, presiding over the 
annual meeting of the National Bank, 
alluded to the considerable fluctuations 
in the past half-year in the political, 
the monetary and the economic situa- 
tions which in a more or less degree had 
had no little bearing on the business 
of the banker. The material interests 
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of their bank were intimately bound 
up with agricultural Ireland. Their 
main dependence was on the land and 
upon the well-being and the prosperity 
of the farmers who worked it. During 
the course of the half-year there came 
upon the country a deplorable outbreak 
of foot and mouth disease, a scourge 
from which Ireland had been immune 
for some thirty years. It involved the 
whole agricultural community—farm- 
ers, breeders and dealers—in serious 
difficulty and loss. The half-year in 
relation to so-called gilt-edged securi- 
ties had been a rather gloomy one in 
that there had been some further de- 
preciation and considerable fluctuations 
in prices. The war in the East no 
doubt in some measure contributed to 
the depressed condition of prices, and, 
of course, other well-known and fre- 
quently cited factors had continued to 
influence the situation; but, in his opin- 
ion the root cause of the existing trou- 
ble lay in the all-round want of confi- 
dence, engendered in no small measure, 
as he believed, by the financial methods 
of the Chancellor of the Exchequer. He 
was, nevertheless, persuaded that at no 
distant date there would be a substan- 
tial recovery in the market value of 
consols and other British Government 
stocks. 


LONDON CITY AND MIDLAND 
BANK. 


HE annual general meeting of 
shareholders of the London City 

and Midland Bank was held at thi 
Cannon Street Hotel, London, E. C.. 
January 24, Sir Edward Holden, Bart. 
chairman of the board of directors, pre- 
siding. His address to the sharehold- 
ers was a very careful review of world- 
wide business and financial conditions. 
He stated that for the vear the earnings 
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of the bank permitted the payment of 


dividend, including income tax, of an 
amount equal to nineteen per cent. on 
capital. 

Speaking with regard to the relation 
of the discount rate to cotton bills, Sir 
Edward Holden said: 

“When cotton is shipped from Amer- 
ica to England, bills are drawn on Lon- 
don. When cotton is shipped to Ger- 
many, France or Italy, then some bills 
are drawn on London and other bills 
are drawn on those countries. It was 
to protect our gold reserve from the 
cotton bills drawn on London that our 
bank rate was raised to five per cent.; 
it was to protect the German bank’s 
gold reserve from the bills drawn on 
Germany that its rate was raised to six 
per cent.; and to some extent the bills 
drawn on France had an effect on the 
French rate when it was raised to four 
per cent. 

“When a_ discrimination is made 
against the American bills drawn in 
respect to cotton to be manufactured 
in this country, the increased rate of 
discount increases the cost of the cot- 
ton, that is, when a merchant in Eng- 
land purchases his cotton in America, 
the seller of the cotton draws and ne- 
gotiates the bill on London for the 
account of the English merchant, the 
exchange rate being based on the dis- 
count rate in London. If the discount 
rate be raised, then the net proceeds 
of the bill are smaller, and consequent- 
ly do not purchase the same amount 
of cotton. Therefore, the raising of 
the rate against the English bills means 
an increased price for the cotton to the 
merchant. In the case of bills drawn 
on Germany in German currency, such 
bills were discounted in Germany, but 
the proceeds were required by the 
American banks in London; therefore, 
the German banks last year had to find 
the resources for these bills sooner than 
if the bills had keen drawn on London, 
and it was largely due to the bringing 
of these resources from Berlin to Lon- 
don that the German bank rate was 
rais‘«] to six per cent. We see from 


the transactions that the higher the 
disc: unt rate, the higher will be the 
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cost of the produce financed by the bill. 
Consequently, although a high rate is 
advantageous to the financier, it is dis- 
advantageous to the consumer.” 


BANK ABSORBED. 


HE German Bank of London, Ltd., 
has taken over the business of the 
old established firm of Dennistoun, 
Cross & Co., who have decided to retire. 
In connection with this arrangement 
the capital of the German Bank of 
London, Ltd., will be raised from 
£400,000 to £600,000, sterling, paid in. 
It is also proposed to change the name 
of the German Bank of London, Ltd., 
to that of the London and Liverpool 
Bank of Commerce, Ltd., which will 
more closely correspond with the busi- 
ness of the bank. 

Dennistoun, Cross & Co., one of the 
oldest of the large commercial firms in 
the United Kingdom, was started in 
Glasgow in 1790 and established in 
London in 1855. 

The Bank of New York, N. B. A., 
which has been the representative of 
the German Bank of London, Ltd., will 
continue to act as agent and attorney 
in the United States for the London 
and Liverpool Bank of Commerce, Ltd. 


GROWTH IN DEPOSITS OF THE 
LONDON CLEARING BANKS. 


OLLOWING is attached a_ table 
showing the growth of the busi- 

ness of the clearing banks during the 
past year, from which it will be seen 
that the deposits have increased from 
£612,546,000 to £629,840,000, or, 
probably, if Robarts’ figures were avail- 
able, £634,000,000. This improvement 
of £21,500,000 is more than eaten up 
by the growth of about £26,000,000 in 
advances and discounts, which now to- 
tal about £400,000,000. These figures 
show very strikingly the improvement in 
the trade of the country and are all the 
more impressive when it is remembered 
that for the past year they are almost 
entirely due to a real growth in the 
business of the banks in question, amal- 
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gamations being on this occasion quite 
unimportant: 

_— 1911—_—__— 
Current and 
deposit 
accounts. 

£55,677 AS4 
39,059,421 
17,035,207 
77,707,785 
80,990,188 
34,391,745 
84,221,528 
17,459,928 
18,092,603 
3,288,401 
10,663,230 
13,573,887 
62,891,547 
38,824,756 
4,130,849 
39,423,034 22,141,098 
15,055,199 9,865,922 
£612,546,542 £374,785,970 
1913... 
£57,030,573 —£33,326,732 
38,928,004 22,654,073 
16,021,740 8,329,422 
83,664,326 56,902,515 
$1,695,023 59,901,685 
33,829,026 19,912,971 
89,396,993 59,828,797 
18,321,697 11,280,590 
19,709,638 11,969,494 
3,022,013 1,605,839 
10,892,831 7,217,398 
13,689,728 9,849,701 
65,660,219 38,166,831 
41,684,688 24,367,611 
-—Not yet available—- 
39,900,047 23,646,725 
16,393,581 10,415,906 


£629,810,123 £399,376,200 


Loans and 
discounts. 
£30,969,354 
22,512,566 
7,563,018 
51,318,124 
54,088,188 
19,170,434 
57,110,494 
10,691,362 
10,912,550 
1,681,465 
6,882,871 
9,655,579 
36,195,417 
22,267,917 


1,753,611 


Bank. 
Barclay & Co.... 
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Coty. & West..... 
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Lon. & Prov...... 
Lon. & S. W 
Martins 
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National oe 
Nat. Prev........ 
Parrs 
Robarts 
Union 
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BANK OF FRANCE 
INVESTMENT. 


AS AN 


HE dividend of the Bank of France 
for 1912, writes the “Messager de 
Paris,” has been fixed at 160 franes per 
1,000-frane share. The highest and 
lowest prices for its stock last year 
were 4,720 and 4,095 francs respec- 
tively. The present market price is 
slightly above 4,600 franes, the divi- 
dend coupon of December detached. 
The 1912 dividend was 20 franes high- 
er than in 1911. This distribution of 
160 francs may be regarded as a nor- 
mal amount, more likely to be increased 
than decreased considering the general 
monetary situation and prospects of the 
near future. The high money rates and 
the probable retention of an official four 
per cent. for a long period in France 
will insure a sensible increase of the 
bank’s profits. 


GOLD RESERVES IN LONDON. 


DDRESSING the shareholders’ an- 
nual meeting, Sir Felix Schuster, 
Governor of the Union of London and 
Smith’s Bank, said that generally with 
growing productiveness of the various 
countries from which Europe received 
her supplies of food and raw materials, 
the demand for gold might be expected 
to show continuous expansion. For this 
the increased production of gold might 
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be expected to be sufficient, but not 
more than sufficient. 

In this connection, said Sir Felix, it 
would appear necessary that the gold 
reserves in the various monetary cen- 
tres should be strengthened if sudden 
demands were to be met without undue 
strain or pressure. A speech recently 
made by the president of the Imperial 
Bank of Germany, describing the 
bank’s gold reserve as insufficient, de- 
served special attention. 

It would, said Sir Felix, be of im- 
portance to consider whether in Great 
Britain, also, the strengthening of the 
gold reserve might not be necessary, 
not only in case of political difficulties 
and dangers, but mainly in view of the 
constantly increasing commercial de- 
velopments among all civilized nations. 
That the banks should coéperate with 
the Bank of England and that the bur- 
den should not fall on the latter alone 
in the general strengthening of the 
gold reserve was an opinion he had 
long held and expressed. 


Australasian 


THE BANK OF NEW SOUTH 
WALES. 


OMMENTING on the increase of 
capital of the Bank of New South 
Wales, prior to such increase being ef- 
fected, “The Review” of Melbourne 
and Sydney, said: 

“By the issue of 25,000 shares of £20 
eacli the Bank of New South Wales is 
adding half a million to its paid-up 
capital, and, notwithstanding the pres- 
ent tightness of the money markets, the 
announcement has met with a very cor- 
dia! reception on the part of share- 
holders. It would indeed be strange 
wery it otherwise, for the bank is issu- 
ing the shares at par, and giving pres- 
ent shareholders the option of taking 

his due proportion of the whole. 
shares being increased by a sixth, 
shareholder will be able to take 
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one share for every six held by him on 
December 2nd. As the shares are well 
worth double their face value, the op- 
tion means a Christmas box for the 
shareholders equal to £3 6s. 8d. per 
share of their holdings to-day. Yet the 
object of the directors in thus increas- 
ing the capital of the bank is of far 
greater importance than the mere giv- 
ing of a handsome bonus to the share- 
holders. Strong as this great bank un- 
doubtedly is, even without this increase, 
the general manager and his directors 
are desirous of having it stronger still. 
In accordance with the act of incorpora- 
tion, the reserve liability equals the cap- 
ital, so this increase from £3,000,000 
to £3,500,000 means a rise from six 
millions to seven millions in the real 
capital of the bank. Then, there is 
the reserve fund, which has just been 
augmented by the sum of £65,000, 
making it £2,150,000, and this is en- 
hanced by the balance at credit of profit 








REAL E*TATE 


This department buys and 

selis all kinds of land in every 

sa of the Republic—City or 

pot ge Houses bought,sold 

construc Rancbes 

subi gided into smaller ones. 
Vv. M. Garces, Manager. 


work, 





1st Vice-Pres.—P. MACEDO 





THERE ARE THREE DEPARTMENTS OF THE 


Ga, Bancaria de Fomente y Bienes Ralces, de Mexico, S. A. 


BANKING 


| This department finances the 
| other two departments and 
| does all kinds of business in 
relation to banking. 


PUBLIC WORKS 


This department does paving 
makes surveys, 
structs sewerage systems, etc. 
It has improved the Cities of 
Mexico, Puebla, Guadalajara, 
Durango and others. 

Manuel Elguero, Manager. 


CORRESPONDENCE IS INVITED— 
Comgonin Bancaria de Fomento y Bienes Raices, de Mexico, S.A. 


MEXICO, D.F. 
President—F. PIMENTEL Y FAGOAGA 


con- 


Xavier Icaza y Landa, Mgr. 


‘tnd Vice-Pres.—LUIS BARROSO ARIAS 








and loss, say, £85,000, so it is evident 
that even the visible strength of the 
Bank of New South Wales, over and 
above all liabilities to the public, runs 
well into the tenth million. If even a 
moderate allowance be made for the 
inner reserves, the particular care of 
the general manager, it may be shrewd- 
lv guessed that our oldest and greatest 
bank protects its clients with a shield 
exceeding ten millions strong. 

“In thus strengthening itself during a 
period of financial pressure, the Bank 
of New South Wales has not only 
earned the renewed confidence of its 
own clients. It has done much more 
than this, for it has earned the grati- 
tude of the mercantile community, by 
showing its confidence in the financial 
condition of the Commonwealth. In 
enabling the bank to give further as- 
sistance to its safe clients at a time 
when wise assistance is most valuable, 
Mr. Russell French and his directors 
have taken a step the effect of which 
will be both beneficial and widespread. 

“The increase of capit al of the Bank 
of New South Wales is a step that must 
command the approval of all sound 
financiers. The ability of the bank to 
pay a reasonable rate of interest to its 
proprietors is undoubted, and the deter- 
mination of the directors not to pay 
more than a reasonable rate proves the 
sterling character of the men in charge 
of the institution.” 

Tables herewith show the position of 
the Bank of New South Wales on the 
dates named: 


oe i] 


Sept. 30, 
1911. 
Notes in circulation... £442,798 
IE io 5506-5.0:6 S56 34,324,462 
Bills payable, ete..... 4,805,148 
Reserve fund 2,025,000 
Cash and liquid assets 18,158,963 
Including Commonw’h 
notes 
Including Government 
securities 
Including municipal se- 
curities 
Including bills receiv- 
able in London and 
remittances in tran- 
sit 2,980,099 
Advances 25,904,113 
Bank premises....... 765,000 
Net profits for half 
year 
Balance 
ward 
Dividend 10 per cent. 
Capital paid up 
ore 


Sept. 30, 
1912. 
£289,595 
34,614,799 
5,476,953 
2,150,000 
18,123,220 


1,342,582 1,185,636 


3,315,273 


286,889 


3,248,405 
26,842,965 
800,000 
222,043 214,023 
carried for- 
84.839 
150,000 
3,000,000 
47,002,660 


80,701 
150,000 
3,000,000 
45,586,962 


OPENING OF THE COMMON- 
WEALTH BANK. 


HE Commonwealth Bank opened its 
head office at Sydney, N. S. W., 
in the presence of the general man- 
agers of the principal banks and a large 
number of the public. The first de- 
posit, that of the Federal Government, 
was nearly £600,000; the first privat: 
deposit was made by the Bank of 
North Queensland. 
Mr. Denison Miller, the Governor. in 
his opening speech, said: 


“The bank has been started without 
capital, since none is at present re- 
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quired, but is backed by the whole 
wealth and credit of the Commonwealth, 
and is being launched under propitious 
circumstances. Success depends upon 
Australia’s continued prosperity and on 
the support of the people, whose bank 
it is, and in whose interests no effort 
will be spared to make this national in- 
stitution strong to maintain financial 
equilibrimm on safe lines.” 

A branch of the Commonwealth Bank 
of Australia has been opened at 36 and 
38 New Broad street, E. C., London, 
for the transaction of all usual bank- 
ing business. The bank’s London 
bankers are the Bank of England and 


Messrs. Barclay and Company. 


BANK OF NORTH QUEENS- 
LAND. 


T the forty-ninth ordinary general 
meeting of shareholders of the 
Bank of North Queensland, Ltd., held 
in the banking-house, Brisbane, Jan- 
uary 17, the report of the directors 
showed earnings, including the balance 
of £1,205 10s. 9d. brought forward 
from last year, of £8,806 10s. 5d. 
After paying a dividend for the half 
year at the rate of six per cent. per 
annum £4,614 was carried forward to 
the next half year. 


MARRIAGE OF BANK OFFICERS. 


CESTIONS were propounded re- 
cently in the Commonwealth Par- 
liament respecting the alleged existence 
of « rule in certain of the Australian 
banks prohibiting employees from mar- 
rying unless they were in receipt of a 
salary of not less than £200 a year, 
also as to whether there were clerks 
in any of the banks who had been in 
em}oyment for twenty years or more 
ani who were not receiving the sum 
nar -d. It developed that few banks 
ha’ such a rule, and only in a trifling 
r of instances was it found that 


“ 


clerks had worked for twenty years and 
failed to advance their income above 
£1,000. 


BANK OF NEW ZEALAND. 


INDING considerable demands for 
enlarged credit accommodations, 
the Bank of New Zealand contemplates 
making application to Parliament for 
authority to increase its capital from 
time to time. 


AUSTRALIAN BANK OF COM- 
MERCE. 


A® enlargement and rearrangement 

of the banking rooms of this 
bank’s head office at Sydney will great- 
ly add to its facilities for the conveni- 
ent transaction of business. These im- 
provements were really demanded by 
the more than ordinarily rapid growth 
of the bank of late. 


BANK OF AUSTRALASIA. 


AS’ shown by the report to the share- 

holders on October 3 the net prof- 
it of the above-named bank for the 
preceding half-year was £208,170, 
which with the amount brought forward 
from the previous half-year made a to- 
tal of £224,244. After meeting divi- 
dend requirements £50,000 was allo- 
cated to the rest account, £20,000 to 
reduction in cost of bank premises, and 
£18,244 was carried forward. The 
balance sheet of the bank about a year 
ago showed total resources, £25,- 
008,659. 


THE COMMONWEALTH BANK. 


APPREHENSIONS regarding the 
effect this new Government insti- 
tution might have on the other banks 
seem to have been removed by the ap- 
pointment of Mr. Denison Miller as 
Governor of the Commonwealth Bank. 
Mr. Miller was formerly chief inspector 
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of the Bank of New South Wales, and 
the estimation in which he is _ held 
among bankers appears from the fol- 
lowing quotation from a recent num- 
ber of “The Review” of Sydney and 
Melbourne: 

“A year ago, when reviewing the re- 


acknowledged by the promoters of the 
Commonwealth Bank, for, with com- 
mendable prudence, they have appoint- 
ed as Governor a gentleman whose 
banking career is wholly Australian and 
who, in a special sense, had become a 
master in his profession under the 





port and balance sheet of Australia’s guidance of and in intimate association pr 
oldest and greatest bank, we wrote with with the president of the Institute of “9 
some feeling of bitterness about the Bankers of New South Wales, Mr. Rus- 7 
ingratitude of labor in using its re-sell French, the illustrious general man- i 
cently-acquired numerical power to take ager of Australia’s first and largest et 
up arms against the banking institu- bank. In making this appointment, and the 
tions of Australia, in full view of the particularly in giving the appointee un- oe 
undoubted claims of those institutions fettered control for a period of at least = 
to the lasting gratitude of the people seven years, the Commonwealth Gov- be 
in their corporate as well as in their ernment, it must be admitted, has done Ba 
individual capacity. all it could to atone for what we must a 
“We do not, of course, pretend that — still consider its unnecessary step into “ 
the banks of this Commonwealth are of — the arena of Australian banking. Tr 
have been ‘benevolent institutions’ in “The appointment of Mr. Denison Br 
the restricted sense of that term, yet Miller to the position of supreme con- Sp 
it is absolutely true that they have been trol may be taken as a guarantee that Ge 
conducted in a spirit of benevolence— while the promoters of the Common- PI 
a spirit of ‘good will’ to all classes wealth Bank are desirous of its being Ra 
without exception. And it is equally conducted for the benefit of the people Pr 


true that they have been conducted with 
ability and capacity that has been no- 
where excelled. This, at least, has been 
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as a whole, they have no wish that the 
innovation should be a menace to the 
continued prosperity of the institutions 
that have all along so capably and 
honestly conducted the country’s bank- 
ing operations. When we consider what 
a hopeless state of financial] affairs 
might have been created by less wise 
action on the part of the party respon- 


bankers as a class that such confidence 


tion among Banks, Bankers, Capitalists sible for the creation of the Common- i 
and others in this and foreign countries. wealth Bank, we rejoice that there is for 
at least double that of any other monthly now no need to shudder, and we take it Ay 
benking publication as a high compliment to Australian aes 
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should be reposed in one selected from 
among them. 

“Banking and insurance are branches 
of mercantile life in which unwise com- 
petition must ever be productive of 
widespréad disaster to all classes. We 
are glad to know, therefore, that the 
policy of the Commonwealth Bank will 
be dictated by wisdom, and that the 
benefit of the country as a whole will 
be the object sought.” 


Latin America 


ARGENTINE NOTES. 


Comptoir Foncier Franco Argen- 
tino, has been authorized by the Govern- 
ment to establish a branch office in 
Buenos Ayres. 

The finance minister has issued a 
decree approving of the arrangement 
made by the Banco de la Nacion and 
the greater number of the banks situ- 
ated in the Federal Capital for the cre- 
ation of a bankers’ clearing-house to 
be installed on the premises of the 
Banco de la Nacion. The following 
banks have entered into the agreement: 
Banco de la Nacion Argentina, Aleman 
Transatlantico, Anglo-South American, 
British of South America, Comercio, 
Spanish, French, Francés and Italiano, 
Germanico, Italia, London and River 
Plate, London and _ Brazil, Nuevo 
Banco Italiano, Popular Argentino, 
Provincia de Buenos Ayres. 


i hers French banking _ institution, 


NEW EUROPEAN BANK IN 


URUGUAY. 
T (E Brazilefio-Italo-Belgo Bank 
opened a branch in Montevideo on 
Janviry 1. The head office of the bank, 
fou ‘ed in January, 1911, is located in 
Ant rp, and exists as the result of the 
con:.idation of La Société Général de 


Belgique, El Credito Italiano, and La 
Banque de |]’Union Anvernoise. The 
capital stock is given as 20,000,000 
francs ($3,860,000), and, through the 
appointment to the local board of men 
of excellent standing, the prosperous 
future of the branch would seem as- 
sured. 


CUBA. 
[ESIBING to make a_ round-the- 


world tour, and to rest from ac- 
tive business for some time, Mr. Ed- 
mund G. Vaughan declined reélection 
as president of the National Bank of 
Cuba, Havana. 

When Mr. Vaughan became presi- 
dent of the bank in 1904, deposits were 
$6,000,000 and loans $2,500,000. He 
leaves the bank with deposits increased 
to $27,000,000 and loans $18,000,000. 

In addition to this successful record 
in the management of the bank, Mr. 
Vaughan has been prominently asso- 
ciated with other large enterprises in 
Cuba. While leaving that country for 
the time being, he does not intend with- 
drawing his Cuban investments, but will 
rather add to them. 








SAVINGS BANKS 


Will find all the important legal 
decisions on Savings Bank matters 
referred to and indexed in the new 
book, 


“The Savings Bank and Its 
Practical Work” 


By W. H. KNIFFIN, JR. 
Treasurer of a $25,000,000 Savings Bank aud 
former Secretary of the Savings Bank Sec- 
tion, American Bankers Association 

In addition every phase of the 
practical work of a Savings Bank is 
taken up in 38 chapters, 550 pages, 
over 100 illustrations of forms, 
blanks, ete. 

The first and only complete work on the subject 
Price $5.00. Carriage prepaid 
Coptes sent to Banks on approval 


The Bankers Publishing Co. 


253 Broadway, New York 
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PROPOSED EQUITABLE PARK, NEW YORK CITY 
From @ photograph of a drawing by Thomas Bruce Boyd.) 


OME objections having arisen in regard to the construction of a huge skyscraper on 
the site of the Equitable Building, New York City, on the ground that a building of 
this character would greatly obstruct the light and air of the surrounding banks and 

vttices, a plan for a city park at this point has been prepared by Thomas Bruce Boyd, the 
well-known bank architect. Mr. Boyd’s suggestions include safe-deposit vaults under- 
ground, as illustrated. ‘he low monumental building in the foreground could be used by 
the Government as the Assay Office, which is now situated on Wall Street. The present 
location of this building is valuable, and could be disposed of for a large amount and 
help offset the cost of the proposed purchase of the Equitable site. 
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PLAN FOR SAFE DEPOSIT VAULTS UNDERNEATH PROPOSED EQUITABLE PARK, 
NEW YORK CITY 
(From a drawing by Thomas Bruce Boyd. 
the illustration shows a plan for the safe-deposit vaults which it is suggested could 
nstructed underground, lighted and ventilated from above and made thoroughly fire 
urglar-proof. It is pointed out that the rental from these vaults would give the 


\ substantial income, which would help to meet the interest on the purchase price of 
ind, 
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EASTERN STATES 
New York City 


A decision in two jointly considered 
cases which Wall Street brokers and bank- 
ers have been watching closely in their 
progress through the Federal courts was 
handed down February 10 by the United 
States Circuit Court of Appeals. The 
grave comment is made by the learned 
judges, after a general review of the meth- 
ods of doing business in Wall Street, that 
in that particular neighborhood “it would 
not be possible to act like a farmer who 
holds the cow’s tail in one hand until he 
gets payment for her in the other.” 

Under the terms of the decision, which 
for the first time goes fully into the legal 
status of a favorite Wall Street method 
of doing business, it .is held that Wall 
Street banks have no lien whatever on 
securities purchased by brokers on “daily 





ESTABLISHED 1855. 


| 
New York County 
National Bank 


NEW YORK CITY 
Capital - - - $500,000 
VIDED PROFITS OVER - $1,950,000 


OFFICERS 
FRANCIS L. LELAND, President 
CHRISTIAN F. TIETJEN, Vice-President 
JAMES C. BROWER, Vice-President 
THOMAS A. PAINTER, Cashier 
LAWRENCE J. GRINNON, Assistant Cashier 


Directors 
Timothy M. 
Christian F. Tietjen 
Francis L Leland 
Robert W. 


Pedre R. De Florez 
Jerse I. Straus 
James C. Brower 
De Forest 


Cheesman 


Accounts of Firms, Corporations and Individuals, 
both large and small, invited on favorable terms. 


National, State and City Depository 
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clearance loans,” which are sums—often 
amounting to millions of dollars—advanced 
to brokerage houses at 10 a. m. without 
interest, but with a proviso that they must 
be repaid by 3 p. m., the hour for closing. 


—New York Chapter, American Institute 
of Banking, at the annual dinner February 
6, listened to an address by W. Morgan 
Shuster, in which he stated his belief that 
the big men of finance had it in their power 
to enforce world peace by refusing to 
finance future wars. There was a large 
attendance at the dinner and Mr. Shuster's 
statement that a mere technical acquaintance 
with banking was not sufficient to make a 
good banker, was applauded. Supreme 
Court Justice Crane of Brooklyn referred 
in his address to the advantage he had 
derived from a clerkship in the Nassau 
Bank, where he worked with Edward Earl, 
now president of that institution. Presi- 
dent E. G. McWilliam of the New York 
Chapter presided. 


—New York’s plan for extending the zone 
of free check collections does not meet wit's 
the approval of many bankers in New York, 
New Jersey, Connecticut and Rhode Island. 
Representatives of the bankers associations 
of these States have declared against this 
plan and adopted resolutions favoring 
something like the out-of-town system of 
collecting checks in use at Boston. 


Carleton Bunce is now assistant to 
President Alvin W. Krech of the Equitable 
Trust Company. 


W. F. Koelsch, assistant secretary of the 
Guaranty Trust Company, has resigned to 
become cashier of the Public Bank. 


George B. Williams has been elected a 
vice-president of the Chelsea Exchange 
Bank, William A. Loeb, cashier, and George 
F. Ewald, assistant cashier, the latter suc- 
ceeding to the place left vacant by Mr. 
Loeb’s promotion. Prior to his appoint- 
ment as cashier of this bank on June 1, 
1912, Mr. Loeb was special deputy Super- 
intendent of Banks. 


—When the annual meeting of the share- 
holders of the Brooklyn Trust Company 
was held on February 10, the merger of the 
Long Island Loan and Trust Company with 
that company was completed, and the num- 
ber of directors of the succeeding company 
increased to twenty-four. The assets and 
resources of the Brooklyn Trust Company 
since the merger make it the largest and 
strongest in Brooklyn and Long Island. 
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Tue Union Trust Company oF PitrsBuRGH 
PITTSBURGH PENNSYLVANIA 


ANKS desiring a depository for inactive 
reserve accounts will find in this Company’s 
immense surplus, its wise management and 
its efficient service three logical reasons for 
their patronage. Correspondence is invited. 

OFFICERS 
S.¢ aay President JOHN A. IRWIN, Secretary 
MELLON, Vice President WILLIAM I. BERRYMAN, Trust Officer 

An “SCHOONMAKER, Second Vice Pres. CARROLL P. DAV'S. Assistant Trust Officer 

SCOTT HAYES, Treasurer S. S. LIGGETT, Manger Bond Depariment 
DIRECTORS 
ARTHUR V. DAVIS JAMES H. LOCKHART HENRY C. McELDOWNEY 
J. MARSHALL LOCKHART DAVID E. PARK 


HENRY “puiPrs 
THOMAS LYNCH HENRY R. REA 


C. FRICK ANDREW W. MELLON WILLIAM. B. SCHILLER 
BENJAMIN F.JONES. Jr. RICHARD B. MELLON JAMES M M SCHOORMAKER 
PHILANDER C. KNOX THOMAS MORRISON GEORGE E. SH 


tsurplus Lhirty Lwo Million Dollars 


























President 
J. R. McALLISTER 
Vice-President 
J. A. HARRIS, Jr. 
Vice-Pr. & Cashier 
E. P. PASSMORE 
Assistant Cashier 
J. WILLIAM HARDT 


Assistant Cashier 
J. C. FRANKLAND 


Capital 
$1,000,000 


Surplus 
$2,750,000 


Invites the Accounts of Banks, Bankers, Corporations, Mercantile 
Firms and Individuals 


Travelers’ Letters of Credit and Commercial Credits Issued 
Foreign Exchange in all its Branches 
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AG 


DIRECTORS 
SAMUEL T. BODINE FREDERICK L. BAILY MOREIS L. C 7X 
'THOMAS DE WITT CUYLER EFFINGHAM B. MORRIS . 8S. W. PACKA 
GEORGE H. FRAZIER EDWARD T. STOTESBURY CHARLTON TARNALL 
EDWARD B. 34 i PERCY C. MADEIRA ATTERBU RY 
HENRY TATNALL ELLIS P. PASSMORE RDG! AR C. FELTON 
J.RU THERFORD McALLISTER J. A. HARRIS, Jr ROBERT C. DRAY TON 


J. HAMPTON BARNES RUDULPH ELLIS 
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ORGANIZED, EQUIPPED AND CONDUCTED 


SERVICE 


HE 


First National Bank 


of Philadelphia 


J. TATNALL LEA, President. 


WM. A. LAW, CHARLES H. JAMES, 
Ist Vice-President. Asst. Cashier 
KENTON WARNE, FREAS B. SNYDER, 
2d Vice-President. Asst. Cashier 
THOMAS W. ANDREW, HARRY J. HAAS, 
Cashier Asst. Cashier 





Capital & Surplus, $3,000,000 
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UNION EXCHANGE 


NATIONAL BANK OF NEW YoRK 


Organized 1903 








Total Resources 
$14,000,000.00 


Capital and Surplus 
$2,000,000.00 


HENRY S.HERRMAN, 2 lPerps 


: LOUIS J. WEIL, 
President 


Vice-President 


DAVID NEVIUS, 
Vice President and Cashier 


GEO. B. CONNLEY, 
Assistant Cashier 


MEMBERS NEW YORK CLEARING HOUSE 


Banks that can handle to advantage items payable in their locality are invited 
to correspond with us. 
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BINDERS 
BLANKS 


OF UNIFORM EXCELLENCE 





CHICAGO 








FOR ALL DEPARTMENTS OF BANK ACCOUNTING 
BAKER-VAWTER COMPANY 


HOLYOKE, MASS. 








Its capital is $1,500,000, surplus $3,000,000, 
undivided profits over $700,000, and deposits 
over $25,600,000. 


—Announcement was recently made of 
the election of Garrard Comly as _ vice- 
president of the Citizens Central National 
Bank of New York. Mr. Comly is a grad- 
uate of Yale, class of °93, and “received his 
early bank training with the Lockwood Na- 
tioral Bank of San Antonio, and the Fletch- 
er National Bank of Indianapolis. For 
eight years he was vice-president of the 
Eliot National Bank of Boston, until the 





Garrarp ComLy 


ViC\-PRESIDENT CITIZENS CENTRAL 
BANK OF NEW YORK 


NATIONAL 


recent merger of that bank with the National 
Shawmut. He is a banker of ability and 
personality and his connection with this 
solid and well-known New York bank is a 


matter for mutual congratulation. 


—Byron W. Moser, president of the 
American Institute of Banking, was one of 
the speakers at the annual banquet of New 
York Chapter at the Hotel Astor February 
6. Approximately a thousand New York 
Chapter men and their guests were present 
at this, the big social event of the season. 

Mr. Moser, in the course of his address, 
referred enthusiastically to the prosperity 
which prevails in the Institute, many of the 
chapters of which he has visited during the 
past six months. He paid a handsome com- 
pliment to New York Chapter when he 
stated that the high educational standard 
which has obtained with that organization 
ever since it was founded has acted as a 
most stimulating and healthful incentive to 
all of the chapters of the country. 

President Moser also spoke at the Boston 
Chapter banquet on February 10. 


—Officers and representatives of about 
twenty-five banks in Westchester county, 
to the number of 200, attended the third 
annual dinner of the Westchester County 
Bankers Association held at Delmonico’s 
February 8. Bradford Rhodes, president of 





RUDOLPH GUENTHER 


Financial Advertising 
115 Broadway ‘Phone 490 Cortlandt 


Efficient Publicity Service for finan- 
cial firms of highest character. We 
would be pleasedtoconsult with you. 
Advertisers Pocket Guide on request. 
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rink Lighting Systems 


in the 


ankers’ Trust Building 





View of Main Banking Room, Trowbridge & Livingston, Architects 
Henry C. Meyer, Engineer 


The Bankers’ Trust Building is the newest and one of the finest buildings on Wall Street, New York. 

The equipment is the best to be had, no pains or money having been spared to make it the most up- 
to date banking building in the world. 

The consulting engineers, after making thorough investigations and tests, decided to install the 
Frink System of Bank Lighting, because this system is giving such excellent satisfaction in 80 many 
prominent banks and trust companies all over the country. The first and second floors of the Bankers’ 
Trust Building are equipped with Frink Bank Sereen Re flectors with specially designed moulding used 
on the screen to supply illumination for the Banking Counter and to form an inner finish to the Bank 
Screen Cornice. A novelfeature of the Frink Lighting System is the specially designed Frink Reflectors 
countersunk in top of bank screens for general illumination of the banking room. The top of these reflec 
tors is provided with a glass screen. This produces the proper color effect and prevents dust from accum 
ulating in the retlectors. The Second Floor, which is the Main Banking Floor, has specially designed 
Semi-Indirect Retiecting Chandeliers installed under and over Mezzanine equipped with F rink Retlec- 
tors. Quality and tone of light is in perfect harmony with the illumination obtained from the reflectors 
sunk in cornice of counter screen, Every desk on three floors is provided with special Frink Reflectors 
tinished to harmonize with the surroundings. These desk lights are of special design and so arranged 
that the light, while screened from view is evenly diffused over the entire working surface withont glare 
or shadows. 


Write Our Engineering Department for Fall Particalars 


H. W. Johns-Manville Co. 


Sole Selling Agents for Frink Products 


Albany Buffalo Cleveland Indianapolis Louisville New Orleans Philadelphia Seattle 
Baltimore Chicago Dallas Kansas City Milwaukee New York Pittsburgh St. Louis 
Boston Cincinnati Detroit Los Angeles Minneapolis Omaha San Francisco Syracuse 
For Canada:—THE CANADIAN H. W. JOHNS-MANVIULE CoO., Ltd = 
Toronto Montreal Winnipeg Vancouver (1660) 
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Bankers Building Bureau 


Bureau of factories manufacturing every material nec- 
essary to complete a modern equipped bank building 
sold direct to banks, planned and built complete, using 
highest grade of materials at a conservatively economi- 


106 East 19th Street ... 


ANKS contemplating im- 
provements should con- 
sult us immediately, thereby 
avoiding errors in planning. 


We plan, design ana build banks 
complete, including interior work, 
decorations and equipment 





Write for suggestions, giv- 
ing us an idea of what you 
have in mind. 


New York 

















the First National Bank of Mamaroneck, 
presided and some of the guests were 
Bishop Luther B. Wilson of the Methodist 
Episcopal Church; C. A. Pugsley, president 
of the association; H. Van Zehn, vice-presi- 
dent; B. H. Carmer, secretary, and Col. 
Frederick E. Farnsworth, general secretary 
of the American Bankers Association; O. 
H. Cheney, president of the Pacific Bank 
of New York; Horace M. Kilborn, vice- 
president of the National City Bank; Con- 
gressman Benjamin I. Taylor, Samuel H. 
Miller, vice-president of the Chase Na- 
tional Bank; Charles E. Warren, of the 
Lincoln National Bank; Samuel Woolver- 
ton, vice-president of the Hanover Na- 
tional Bank, and Joseph A. Broderick, head 
of the credit bureau of the New York State 
Banking Department. 


NEW ENGLAND STATES 


—Charles G. Sanford succeeds Francis 
W. Marsh as president of the Bridgeport 
(Ct.) Trust Company. An increase of the 


capital of the company from $200,000 to 
$500,000 has been made and the surplus and 


profits from $125,000 to $285,000. The board 





of directors has been increased to fifteen 


members. 


—James C. Otis, Deputy Bank Commis- 
sioner of Massachusetts and who has been 
connected with the Bank Commissioner's 
office continuously since 1885, resigned 
early in February to become assistant to 
the president of the Warren Institution for 
Swings, Boston. 


—Probably as a result of the adjustment 
of some losses sustained through unfortu- 
nate investments, the Greenfield (Mass.) 
Savings Bank, which has been closed for 
some time, will resume business the latter 
part of the present month. 


-—John Harsen Rhoades, of the banking 
firm of Rhoades & Company, New York, 
addressed students of the Hallock School 
and a number of invited guests at Spring- 
field, Mass., on the evening of February 5, 
speaking on the existing need for wider 
social service and in favor of coéperation 
among banks in the prevention of panics. 


Several years ago Arthur J. Birdseye 
and others obtained a charter for the In- 
dustrial Bank and Trust Company of Hart- 
ford, Ct. An organization committee is 
now at work to secure $100,000 capital and 
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$100,000 paid-in surplus, and it is reported 
that the projected company will soon be in 
a position to begin business. 


—A record of sixty-one years of active 
banking service stands to the credit of 
William R. Greene of the Atlantic National 
Bank, Providence, R. I., making him the 
dean of the banking fraternity of that city. 
He entered the Weybosset Bank in 1852, 
and later was associated with other Provi- 
dence banks until 1884, when he went to 
the Atlantic National. He worked through 
various positions to the cashiership, which 
office he retained until the reorganization of 
the bank, when he was given another place. 
Mr. Greene is about seventy-seven years of 
age, but is still active. He is prominent 
in Masonic circles. 


Henry Y. Stites has been elected as- 
sistant cashier of the Atlantic National 
Bank of Providence, R. I. 


On the occasion of the eighth anni- 
versary of the Merchants National Bank of 
Worcester, Mass., February t, an increase 
ot $800,000 in total resources was reported 
as compared with the previous statement 
to the Comptroller of the Currency on No- 
vember 26. 


The Board of Bank Incorporation re- 
cently voted to issue a certificate of organ- 
ization to the Fidelity Trust Company, 
Boston, with a eanital of $500,000. 


—The following changes in the official 
staff of the Old Colony Trust Company of 
Boston have been announced: George W. 
Grant, cashier; Frederic G. Pousland, treas- 
urer; Fred M. Lamson, manager Temple 
Place branch, and Stuart W. Webb, man- 
ager of the bond department, were made 
vice-presidents; L. D. Seaver, assistant 
cashier, was promoted to cashier; Wilbur 
W. Higgins, assistant treasurer, advanced 
to treasurer; A. Y. Mitchell, assistant 





THE TAYLOR 
CHRISTMAS THRIFT AND 
PANAMA EXPOSITION CLUBS 


have increased the deposits 
and accounts in every bank 
which has used them. 
Especially adapted to Savings 
Banks and Trust Companiex. 


Write for descriptive pamphlet. 


JOHN E. TAYLOR 
1413 H St., N. W., Washington, D. C. 
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cashier, made manager of Temple Pla 
branch, and A. Howard Graves appoint 
assistant treasurer. 


—Alfred L. Aiken, formerly president « 
the Worcester County Institution for Say- 
ings, has been elected president of th. 
Worcester (Mass.) National Bank, to su 





Atrrep L. AIKEN 
ELECTED PRESIDENT OF WORCESTER NATIONAL 
BANK 


ceed the late James P. Hamilton. Mr. 
Aiken was very successful in his adminis- 
tration of the affairs of the savings bank, 
which is one of the largest institutions of 
its kind in New England, and was previous 
to his recent election a valued director of 
the national bank. The Worcester National 
was established in 1804 and has had but 
five presidents up to the time of Mr. Aiken’s 
election. 


—On Lincoln’s Birthday, February 12, 
the deposits of the Industrial Trust Com- 
pany of Providence reached $47,000,000, high 
water mark for that institution. 


—William F. Earle has been elected 
president of the Harvard Trust Company 
of Cambridge, Mass. 


—Waldo F. Glidden has been elected 
treasurer of the American Trust Company 
of Boston, to succeed the late J. J. Oldfield. 


The new Industrial National Bank, 
which is about to begin business in Boston, 
will start with a capital of $500,000 and 

















Pla 


int: 


ent of 
rp Sav- 
f the 


oO Stu 


NAL 


Mr. 
inis- 
ank, 
s of 
‘ious 
r of 
onal 

but 
en's 


12, 
‘om- 
high 


“ted 
any 


‘ted 
any 


eld, 
ink, 


lon, 


ind 





BANKING AND FINANCIAL NOTES 401 





February 7. 1913. 


Dear Mr. Butt: 


We are writing to you on 
the first sheet of note paper with the 
above design, as it was you who made the 
suggestion that we use it in this way. 

ith kind regards, I am, 


omre very truly, 


Mr. W. He Butt, 
New York City. 


A PARTICULARLY BEAUTIFUL AND EFFECTIVE BANK EMBLEM IN USE BY THE 
NATIONAL STATE AND CITY BANK, RICHMOND, VA. 








surplus of $50,000. Charles D. Buckner, 
formerly of the Mutual National of Boston, 
will be cashier of the new institution. 


—At the annual meeting of the Newton 
(Mass.) Trust Company Dwight Chester 
vas re-elected president for the twentieth 


vear. 


—Recent changes in the National Shaw- 
mut Bank of Boston provided for the 





establishment of a vice-chairmanship of the 
board of directors and the election of a new 
cashier to succeed Frank H. Barbour, who 
has resigned after many years of active 
service. The official staff as at present con- 
stituted is as follows: James P. Stearns, 
chairman, and Francis B. Sears, vice-chair- 
man, of the board; William A. Gaston, 
president; Harold Murdock, Harry L. Bur- 
rage, Charles A. Vialle, Abram T. Collier, 
Henry D. Forbes, vice-presidents; Benjamin 








Below are some of the Banks I have helped by making their floor plans, 
and the drawings and specifications of the administrative equipment and 
furniture. Is this not evidence enough that I can be of service to YOU? 
An interview or inquiry does not obligate you in any way, and I can save 
you considerable money and time. 

Bankers Trust Company, N. Y. City R. L. Day & Co., N.Y. City 

Guaranty Trust Company, N. Y. i Marine National Bank, Buffalo, N. Y 
Fourth Nationa! Bank, N. Y. City Second National Bank Soston, Mass 
Knickerbocker Trust Company, N. Y. City Merchants National Bank, Boston, Mass. 
American Exchange National Bank, N. Y. City Essex County National Bank, Newark, N. J. 
Citizens Central National Bank, N. Y. City First National Bank. Morristown, N. J. 
Mechanics & Metals National Bank, N. Y. City Traders National Bank. Scranton, Pa 
Central Trust Company, N. Y. City First National Bank, Nanticoke Pa. 

Fifth National Bank, N. Y. City Whitney Central Nat'l Bank, New Orleans, La, 
Kissel, Kinnicutt & Co., N. Y. City Standard Bank of Canada, Toronto, Ontarix 
Wm. P. Bonbright & Co., N. Y. City gjehn Bros., San Juan, Porto Rico 


THOMAS BRUCE BOYD, srectAtsr 286 Fifth Ave., New York City 











Joy, cashier; Henry F. Smith, Frank some of his official duties. Mr. Whipple 

Houghton, Frank A. Newell, assistant cash- came to the bank in 1889, became assistant 

iers; Horatio Newhall, secretary. cashier in 1903, cashier in 1906 and vice- 
Theodore N. Vail, president of the Amer- president and director in 1911. He has 

ican Telephone & Telegraph Company; Ed- 

win F. Atkins, head of the American Sugar 

Refining Company; F. W. Estabrook, of the 

Estabrook-Anderson Shoe Company; Henry 

B. Sprague, and Harry L. Burrage were 

added to the directors. Messrs. Atkins, 

Burrage, Estabrook and Sprague were for- 

merly directors of the Eliot Bank, and are 

placed on the Shawmut’s board as a result 

of the Eliot being taken over by the latter 

institution. 


—Harry V. Whipple has been made presi- 
dent of the Merchants National Bank of 
New Haven, succeeding H. C. Warren, who 
resigned that office in order to lay aside 


Jay F. Stannarp 


CASHIER MERCHANTS NATIONAL BANK, NEW 
HAVEN, CONN. 


been closely identified with the growth and 
prosperity of that institution in recent 
years. Mr. Warren remains with the bank 
as vice-president and Jay F. Stannard, 
formerly assistant cashier, has been pro- 
moted to the cashiership. Mr. Stannard 
came to the bank in 1895 and was made 
assistant cashier in 1912. The bank has re- 
cently moved into its handsome building at 
the corner of Chapel and State streets. 


Harry V. Wuipp te —Leroy M. Craig has recently been 


PRESIDENT MERCHANTS NATIONAL BANK, NEW elected assistant treasurer of the Marlboro 
HAVEN, CONN. (Mass.) Savings Bank. Mr. Craig until 
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recently occupied a_ similar position with 
the Farmers & Mechanics Savings Bank of 
South Framingham, Mass. 


—At the adjourned annual meeting of 
the stockholders of the Phoenix National 
Bank of Hartford, Conn., on January 22, 
Cashier Leon P. Broadhurst was elected 
vice-president to succeed Joseph H. King 
and William B. Bassett, assistant cashier, 
was elected to the cashiership. 


The death of Edward S. Clark, senior 
vice-president of The Rhode Island Hos- 
pital Trust Company of Providence, was 
announced January 23. While Mr. Clark 
had not enjoyed good health for some time 
past, his death was a shock to his friends 
in and out of Providence. Mr. Clark be- 
gan his banking career with the Merchants 
National Bank of Providence, but became 
associated with the Trust Company through 
the instrumentality of his lifelong friend, 
President H. J. Wells of the Trust Com- 
pany, who was then secretary of that insti- 
tution. Mr. Clark had been vice-president 
of the company since 1905. 


EASTERN STATES 


—In commemoration of the tenth anni- 
versary of the German American Trust 
Company’s existence, Paterson, N. J., Vice- 
President Robert H. Fordyce gave a dinner 
to the directors on the evening of Febru- 
ary 4. 

—The Moorestown (N. J.) Trust Com- 
pany is a new institution which starts with 
$100,000 capital. 


\t the eighteenth annual meeting of 
Group 3, Pennsylvania Bankers Associa- 
tion, held at Scranton February 6, Samuel 
McCracken, cashier of the Peoples National 
Bank of Wilkes-Barre, was elected presi- 
dent of the group. 


James H. Cahill, who has for many 
Years been successfully engaged in the real 
‘state business at Washington, D. C., be- 

ine active vice-president of the Commer- 
ial National Bank of that city on Feb- 
very 1. He has been a director of the 
nk from the time of its organization. 


George S. Capelle, retiring president of 
National Bank of Wilmington and 
indywine, Wilmington, Del., which was 
ecently merged with the Wilmington Trust 
npany and the First National Bank, 
the guest of honor at a banquet in 
Hotel Du Pont, Wilmington, February 
The banquet was given by the directors 
' have been associated with Mr. Capelle 
many years and only the members of 
board were present. As a token of 
r high esteem and regard for Mr. Ca- 
‘ the board presented to him a hand- 
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some solid silver loving cup on which was 
engraved the signature of each director and 
an engraved history of the development of 
the bank since it was organized in 1810. 
The cup bears the following inscription: 


Presented 
to 
George S. Capelle, 
February 5, 1913, 
by 
the Directors of the National Bank of 
Wilmington and Brandywine. 
C. Wesley Weldin, Alfred D. Warner, W. 
T. Lynam, Frank H. Thomas, Alfred D. 
Poole, Edmund Mitchell, C. M. Sheward, 
Samuel K. Smith, James T. Eliason, Martin 
Lane and Townsend W. Miller. 

On the reverse side of the cup is this 
inscription: 

The Bank of Wilmington and 
Brandywine. 

From April, 1810 to May, 1855, 
The National Bank of Wilmington and 
Brandywine. 

From May, 1855, to November, 1912. 
Liquidated, 1912. 

George S. Capelle: 
Director, August, 1868, to May, 
12, 1912, 

President, January, 1889 to 
November, 1912. 

Mr. Capelle had been a director of the 
bank for more than forty-four years and 
had been its president for twenty-four 
years. During that time the institution has 
grown from a small bank to one of the 
largest and best known institutions in Wil- 
mington. 

Mr. Capelle remains with the Wilmington 
Trust Company as chairman of the board 
of directors. 


The directors of the National Bank of 
Western Pennsylvania, Pittsburgh, have 
adopted plans and awarded contracts for 
a remodelling of the handsome banking 
house of the institution, at the corner of 
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E have just received from the press the long 
needed book, “THE SAVINGS BANK AND ITS 
PRACTICAL WORK’’, by W. H. Kniffin, Jr., 
Treasurer of the Onondaga County Savings Bank, Syra- 
cuse, N. Y., and former Secretary of the Savings Bank 
Section of the American Bankers Association. 


This stupendous work fills a long felt want for a 
complete exposition of every phase of savings bank work. 


“The Savings Bank and 


Its Practical Work’’ 


is a masterpiece of thoroughness and every page is 
interesting. 550 pages. Over 190 illustrations from 
original sources. 


Price $5.00 carriage prepaid. 


Order at once or send for full descriptive circular 
and table of contents of the 38 chapters. 





THE BANKERS PUBLISHING COMPANY 
253 Broadway - : - - New York City 
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AM ALEXANDEN, PRESIDENT 
WG MORGAN, Wict-PeEsiOENT 


THE SECURITY NATIONAL BANK 
JACKS ON| TENN; 


Februaty 21, 1913. 


Mr. W.H. Butt Vice President, 

Bankers Publishing Company, 

New York, N.Y. 

Derr Mr. Butt 

I consider the Bankers Magezine such 
a valuable publication that I am going to sub- 
scribe tor seversl members of our force. Please 
send the Bankers Megazine to the following per= 


sons for one year, and send the bill to me: 


A.M. Alexander, Security Netionel Bank, Jackson, Tenn. 
Oliver Benton, “4 - ad 
R.L. Balch, ° - " 
Miss Minnie Lawrence, ¥s 


Earl Williamson w + 


Yours very truly, 


B Cashier. 


Ninth, or Anderson street, and Penn directors’ room and committee, or exam- 
avenue. The plans are so complete and iners’ room, while the third and fourth 
cover so much as to constitute practically floors will be occupied as dining rooms, 
a rebuilding that will make it one of the toilet rooms, kitchen, and for other pur- 
very handsomest in this city of fine bank poses. The building will be equipped with 
buildings, an electric elevator, pneumatic tubes, the 
\n extension will be added on Ninth best heating and ventilating systems, and 
Street, 36 by 60 feet, which will give needed will be thoroughly and handsomely redeco- 
room in depth, while an extension running rated. All the furniture will be of steel. 
irom the banking room toward the middle 
the block will be used for a fine new -E. W. Rieger, who has been actively 
el money and safe deposit vault, with a associated with the Commonwealth Trust 
ven-foot circular door. It will be thor- Company of Pittsburgh, became assistant 
zhly equipped with safe deposit boxes trust officer a short time ago, the new office 
| will be the only institution in the dis- being rendered necessary by the growth of 
ct having a safe deposit department. business in the trust department. 
he first floor will be used as the main 
nking room and will be 40 by 110 feet, —E. W. Davenport, vice-president of the 
‘ranged so that the quarters of the officers Fourth National Bank of New York, ad- 
il be in the rear of the building. The dressed a number of Newark, N. J. bank 
cond floor will be fitted up with a new _ officials by invitation recently on the sub- 
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ject of “Credits.” The Fourth National 
Bank has justly acquired a high reputation 
in regard to credit matters, due to 
the special attention given to this im- 
portant branch of banking by  Presi- 
dent James G. Cannon. At the meeting 
which Mr. Davenport addressed Spencer S. 
Marsh, cashier of the North Ward National 
Bank of Newark, presided, and Rufus 
Keisler, Jr. treasurer of the Tronbound 
Trust Company, acted as secretary. 


Protests have been called forth from 
the New Jersey Savings Banks Association 
against the enactment of a proposed law 
in that State permitting national banks, 
State banks and trust companies located in 
towns and boroughs having no savings 
hanks to use the word “Savings” in so- 
liciting savings accounts. The association 
insists that if such a law is passed it should 
provide for the segregation of savings de- 
posits and their investment in conformity 
with the law relating to savings bank in- 
vestments. 


—Bradford Rhodes, former publisher of 
Tue Bankers MaGazine, resigned the presi- 
dency of the Union Savings Bank of Ma- 
maroneck, N. Y., recently after twenty-five 
years of service in that capacity. A com- 
plimentary dinner and a suitable testimonial 
were given Mr. Rhodes by the trustees of 
the bank, which under his presidency has 
had a successful history for the past quar- 
ter century. 


—On February 5 the Southwark Na- 
tional Bank, Philadelphia, opened its new 
banking rooms at 610 and 612 South Second 
street, more than 1500 persons being pres- 
ent, including a number of the bankers of 
the city. In the evening a banquet was 
given, at which were present the officers, 
directors and clerks of the’ bank and sev- 
eral bankers representing the Southwark 
National's out-of-town correspondents. 


SOUTHERN STATES 


—Atlanta is to have a new million dollar 


trust company with one-quarter of that 


amount paid in to the surplus fund. 


—An increase in capital from $100,000 
to $200,000 is reported by the Macon (Ga.) 
Savings Bank. 


Some changes are reported in the of- 
ficers of the First National Bank of Hous- 
ton, Texas. Oscar Wells is a new vice- 
president; W. S. Cochran has been pro- 
moted from the position of cashier to the 
vice-presidency; F. E. Russell goes up from 
assistant cashier to cashier, while J. W. 
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Hazard and H. 1 
assistant cashiers. 
Wells have been 


directors. 


3. Bringhurst are ne 
Kk. L. Neville and Ose 
added to the board 


At the recent annual meeting of tl 
shareholders of the First National Ban 
ot Beaumont, Texas, W. S. Davidson rr 
signed the presidency and John C. Ward 


Joun C. Warp 


PRESIDENT FIRST NATIONAL BANK, BEAUMONT, 
TEXAS 


was chosen as his successor, Colonel David- 
son remaining a director of the bank. 

Mr. Ward has resided at Beaumont prac- 
tically all his life and has been identified 
with large and successful enterprises there. 


district Texas bankers’ 
held in Corpus Christi 
February 15. Agricultural topics formed 
an important part of the programme. 
Joseph F. Green of Gregory, manager of 
the famous Taft ranch, delivered an ad- 
dress on the value to the community and 
to the banks of modern demonstration 
methods on the farm and the use of silos. 

Edwin Chamberlain of San Antonio dis- 
cussed foreign banking methods, particu- 
larly the matter of farm credits. 

H. R. Eldridge, president of the Texas 
Bankers’ Association, who has just been 
called to the vice-presidency of the Na- 
tional City Bank, New York, spoke on “The 
Foundation of Credit.” Discussion of the 
work of the Texas bankers’ committee on 
agriculture was an interesting feature of 
the programme. 


—The Second 
convention was 
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J. C. Ottinger, who has been promi- 
nently connected with banking at Memphis, 
Tenn., has organized the Mississippi Valley 
xark and Trust Company of that city, 
having associated with him a number of 
other bankers and men engaged in general 





J. C. Orrrncer 


#RESIDENT MISSISSIPPI VALLEY BANK 
TRUST COMPANY, MEMPHIS, TENN. 


business. An offer of $250,000 stock of 
the new company was readily taken up, and 
it was decided to increase the capitalization 
te $300,000, which was subscribed at a 
premium yielding a surplus of $60,000. 


—H. C. Rodes was elected president of 
the Louisville (Ky.) Clearing-House Asso- 
ciation January 21, succeeding H. C. Wal- 
beck. Mr. Rodes is president of the Citi- 

National Bank. Isham Bridges was 
elected manager for the twentieth time. 


Che Old Dominion Trust Company has 
been organized at Richmond, Va., with $1,- 
000.000 capital and $1,000,000 surplus. Its 
offers and directors are experienced bank- 
ins men, the president being W. M. Hablis- 
ton. chairman of the board of the First Na- 
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tional Bank. Undoubtedly the new com- 
pany will at once take rank as a prominent 
Southern financial institution. 


—Nashville, Tenn., is to have another 
trust company—the Southern Bank and 
Trust Company, with an authorized capital 
of $100,000. 


—The Executive Council of the American 
Institute of Banking has decided on Sep- 
tember 17, 18 and 19 as the dates for the 
Eleventh Annual Convention, which will be 
held in Richmond Va. George H. Keesee, 
assistant cashier of the Merchants National 
Bank of Richmond, who is chairman of the 
convention committee, announces that plans 
are already under way for the entertain- 
ment of the delegates. 


WESTERN STATES 


Chicago 


E. C. Hart, who has been a bank exam- 
iner in Missouri for several years, was re- 
cently elected vice-president of the Mid 
City Trust and Savings Bank. 


—John W. Rubecamp, president of Chi- 
cago Chapter, American Institute of Bank- 
ing, acted as toastmaster at the twelfth an- 
nual banquet of the Chapter, which was at- 
tended by over 200 young bankers. The 
menu was in the shape of a bond, each 
coupon representing a course in the dinner. 
Chicago Chapter is one of the largest and 
liveliest in the organization, and its annual 
banquets are always notable occasions. 


—At the recent regular meeting of the 
board of directors of the Merchants Loan 
and Trust Company George F. Hardie was 
elected manager of the bond department. 
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D. H. Burnham & Co., Architects, Chicago, IIL. 


CONTINENTAL AND COMMERCIAL NATIONAL BANK BUILDING, CHICAGO, NOW IN 
COURSE OF CONSTRUCTION. 


Mr. Hardie has been with the bank for —Chicago banks reported the highest de- 
twenty-five years, and for the last eight posit total on record recently —$1,008,615,- 
years has been connected with the bond de- 426. This growth reflects not only the 
partment. prosperity of the city and its tributary ter- 
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Henry R. Kent 
VICE-PRESIDENT FORT DEARBORN NATIONAL 
BANK, CHICAGO 


ritory but is also an evidence of the wise 
and strong management of the city’s banks. 


Before long the Chicago Title and 
Trust Company will raise its capital stock 
from $5,000,000 to $8,000,000. 


Charles J. Connor and others have in- 
corporated the Bankers State Bank and 
Trust Company at Evanston. 


There has been a moving up of officers 
in the Fort Dearborn National lately, Hen- 
ry R. Kent going up from the cashiership 
to the vice-presidency, and George H. Wil- 
son, assistant cashier, was moved up to the 
place vacated by Mr. Kent’s promotion. 





THE BANKERS 
DIRECTORY 


“THE RED BOOK” 


In its thirtieth year and 
BETTER THAN EVER 











NOTES 


Gro. H. Witson 
CASHIER FORT DEARBORN NATIONAL BANK, 
CHICAGO 


Both these gentlemen are well known 
among bankers, and they have had a great 
deal of experience in city and country 
banks. That their advancement was merited 
goes without saying. 


St. Louis 


—It is stated that the German Savings 
Institution has bought a site at the south- 
east corner of Broadway and Pine street, 
on which a modern building will be put up 
for the use of the bank, which now occupies 
quarters on the ground floor of the Plant- 
ers Hotel building. 

Including the Third National, the Na- 
tional Bank of Commerce, the Mechanics- 
American National and the Commonwealth 
Trust Company, this is the fifth large 
banking house gained by Broadway, while 
a leading trust company, it is understood, 
is negotiating for the first floor of the 
twenty-nine-story Monward Building, under 
construction at Broadway and Olive street. 


—Festus J. Wade, president of the Mer- 
cantile Trust Company and the Mercantile 
National Bank, was elected president of 
the St. Louis Clearing-House Association at 
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the recent annual meeting. Mr. Wade is 
a member of the Currency Commission of 
the American Bankers Association, and one 
or the well-known bankers of the country. 


—John E. Swanger, former Secretary of 


State and Bank Commissioner of Missouri. bool 
and who made an excellent record as su- tori 
pervising officer of the Missouri banks, is ings 
new general representative of the Mercan- San 
tile Trust Company and Mercantile Na- anni 
tional Bank of this city. stiti 
. 

was 
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cess 
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Festus J. Wave 


THE NEW PRESIDENT OF THE ST. LOUIS 
CLEARING HOUSE ASSOCIATION 





SAVI 
99, 
Cuas. M. Sawyer $3,6 
THE NEW KANSAS BANK COMMISSIONER -— 
: ‘ ; : Ban 
Charles M. Sawyer, president of the cise 
First National Bank, Norton, Kansas, has en 
been appointed Bank Commissioner of Kan- dent 
sas, succeeding J. N. Dolley. reta 
: , ‘ , é Whi 
—P. S. Pomeroy, cashier of the Security assi: 
National Bank, Minneapolis, was recently meow 
promoted to the vice-presidency and Fred 
Spafford, assistant cashier, was elected 
cashier. 
—More business has led the United Bank- 
ing and Savings Company of Cleveland, 
Ohio, to arrange for remodelling and en- 
. « larging its banking rooms. 
Joun E. SwAaNncer ging g _— 
FORMER BANK COMMISSIONER OF MISSOURI. —John T. Mitchell, president of the Bank 
GENERAL REPRESENTATIVE MERCANTILE of Centralia, Mo., and who organized that 
TRUST COMPANY AND MERCANTILE bank in 1880, is the new Missouri State 





NATIONAL BANK, ST. LOUIS Bank Commissioner. 
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PACIFIC STATES 


San Francisco 


A handsomely printed and _ illustrated 
booklet containing much interesting _his- 
torical matter has been issued by the Sav- 
ings Union Bank and Trust Company of 
San Francisco commemorating the fiftieth 
anniversary of that old and successful in- 
stitution. 

This bank, incorporated June 18, 1862, 
was the first corporation organized under 
any banking act of California. How suc- 
cessful it has been appears from the one- 
hundredth half-yearly report, issued June 


SAVINGS UNION BANK AND TRUST COMPANY, 
SAN FRANCISCO, CAL. 


29, 1912, showing capital $1,500,000, reserve 
$3,620,000, deposits $32,574,975.22 and total 
resources $36,329,472.80. 

The present officers of the Savings Union 
Bank and Trust Company of San Fran- 
cisco are: John S. Drum, president; G. D. 
Greenwood and C. O. G. Miller, vice-presi- 
dents; R. M. Welch, vice-president and sec- 
retary; R. B. Burmister, cashier; A. M. 
Whittle, C. F. Hamsher and Wm. A. Day, 
assistant cashiers; D. LL. Clarke, assistant 
secretary. 





NATIONAL MONEY WRAPPERS 


r coin or bills—all denominations—special 
ors—lowest prices. Write for samples. 
STANDARD PAPER GOODS CO. 
Worcester, Mass. 
mly concern especially equipped for the 
ufacture of money wrappers. Capacity 
re than a million a day. 











At the final examinations of San Fran- 
cisco Chapter, American Institute of Bank- 
ing, conducted by William A. Day, the 
following students passed in practical bank- 
ing subjects: Edwin V. Krick, J. C. Lip- 
man, Edward Moffat, Prosper L. Wolf, 
William A. Marcus. 


Los Angeles 


—The National Bank of Commerce, Los 
Angeles, has sold its assets to the Home 
Savings Banks, and the offices of the Bank 
of Commerce will be used as a branch of 
the Home Savings. The latter bank has 
increased its capital from $400,000 to 
$600,000. 


An increase from $200,000 to $300,000 
has been made in the capital of the Com- 
mercial National Bank. R. S. Heaton, 
assistant cashier, was recently chosen cashier 
in place of Newman Essick, resigned. 


—An increase of capital from $300,000 to 
$1,000,000 has been made by the Merchants 
Bank and Trust Company. 


—One of the large financial institutions 
of this city is to have the active services of 
A. M. Reynolds, heretofore assistant cashier 
of the Des Moines (Iowa) National Bank. 
Mr. Reynolds is a nephew of Mr. Arthur 
Reynolds, president of the Des Moines Na- 
tional, and of George M. Revnolds, presi- 
dent of the Continental and Commercial 
National of Chicago. 


—For the Whittier (Cal.) Savings Bank 
a new two-story brick building is just fin- 
ished at a cost of about $20,000. 


Portland 


—Though only in business a day or so 
more than a month when the first report to 
the Comptroller was made, the Northwest- 
ern National Bank of Portland, Oregon, 
geve the following good account of itself 
on February 4: 


RESOURCES. 
Loans and discounts 
’, S. bonds 
Other bonds 
Expenses 
In banks 


,062,062.79 
50,000.00 
452,000.00 


786,917.33 
$2,351,537.84 
LIABILITIES. 
Capital stock 


Surplus 
Deposits 


$500,000.00 
75,000.00 
1,776,537.84 


Total 2,351,537.84 
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As the Northwestern National Bank is 
affiliated with the old and successful Port- 
land Trust Company, its future is assured. 
The officers and directors of the bank are: 








NORTILWESTERN NATIONAL BANK BUILDING, 
PORTLAND, OREGON NOW BEING 
CONSTRUCTED 


President, H. L. Pittock; vice-presidents, 
John Twohy and F. W. Leadbetter; vice- 
president and manager, Emery Olmstead; 
cashier, Edgar H. Sensenich; assistant cash- 
fer. Chas. M. Hemphill. Directors—John 
Twohy, president Twohy Bros. Company; J. 
D. Farrell, president Oregon-Washington 
Railroad and Navigation Company; F. W. 
Leadbetter, vice-president Crown-Columbia 
Paper Company; Charles H. Carey, attor- 
ney; L. B. Menefee, vice-president Silver 
Falls Timber Company; A. S. Nichols, capi- 
talist; Wm. D. Fenton, capitalist; A. D. 
Charlton, assistant general passenger agent 
Northern Pacific Railway Company; Emery 
Olmstead, vice-president. 

In all the elements of solid growth Port- 
lund compares most favorably with any city 
in the country, and additional banking fa- 
cilities were needed to meet the require- 
ments of its increase in population, com- 
merce and wealth. 

An illustration of the Northwestern Na- 
tional’s new building, now in course of con- 
struction, is shown herewith. 


—A. R. Heywood of the Commercial Na- 
tional Bank, Ogden, Utah, has sold his 
stock in that bank to some of the directors, 
and has retired from the presidency. 


Salt Lake City’s new bank—the Na- 
tional City—has begun business with a paid- 
up capital of $250,000 and $50,000 paid-in 
surplus. James Pingree is president. The 
new bank occupies its own building, which 
is attractive in appearance and ample in 
size. 


CANADIAN NOTES 


—The forty-sixth annual meeting of ¢! 
shareholders of the Canadian Bank 
Commerce was held in the banking hou 
at Toronto, January 14, Sir Edmund Walk« 
president of the bank, in the chair. T! 
directors report to the shareholders showe:! 
net earnings for the year ending November 
30, $2,811,806.42. This amount added to tlx 
$203,394.89 brought forward from last year, 
$2,400,000 transferred from the rest ac- 
count of the Eastern Townships Bank (ac- 
quired during the year), and $242,180 pre- 
mium on new stock made a total of $5,657,- 
381.31, appropriated as follows: Dividends, 
$1,418,622.43; bonus, $150,000; written off 
bank premises, $500,000; transferred to pen- 
sion fund (annual contribution), $75,000; 
transferred to rest account, $2,500,000; 
transferred to rest account (premium on 
new stock), $242,180, making a total of 
$2,742,180, and leaving a balance of $771,- 
578.88 to be carried forward to next year. 


The staff of the head office of the Bank 
of Vancouver have made a presentation of 
an illuminated address to L. W. Shatford, 
M. P. P., the retiring general manager of 
that institution. The bank, as shown by 
its annual report, has deposits of $1,638,- 
041.89, a gain over deposits of the year be- 
fore of $279,609.88. The net profits for the 
year amounted to $40,395.45, which works 
out at about five per cent. on the paid-up 
capital. 








SAVINGS BANKS 


and savings banks officers, clerks 
and trustees are advised to get the 
new book on 


“The Savings Bank and Its 
Practical Work” 


BY W. H. KNIFFIN, JR. 
Treasurer of $25,000,000 Savings Bank and 
former Secretary of the Savings Bank Sec- 
tion, American Bankers Association 

Covers every phase of the organi- 
zation and work of a savings bank 
in 550 pages, 38 chapters copiously 
illustrated and indexed. 


Price $5.00. Carriage prepaid 
Copies sent to Banks on approval 


The Bankers Publishing Co. 


253 Broadway, New York 
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